Filed: Office of the City Clerk

From: Victor Moses

To: City Clerk Filing

Subject: Attention: Waterfront LID Appeal, CWF0375
Date: Tuesday, February 16, 2021 4:27:34 PM
Attachments: CWEF-0375 Appeal Submission.zip

CAUTION: External Email
Attached is the amended appeal for CWF-0375. The files have been compressed because of their
size. If there are any difficulties in reading tem please contact me via email or phone.

Victor Moses
206-660-8728


mailto:vmosesconsulting@gmail.com
mailto:CityClerkFiling@Seattle.gov
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Notice of Appeal of Final Waterfront LID Assessment Recommendation
Waterfront LID No. 6751

Hearing Examiner Case No. CWF-0375

Parcel Owners: Victor C. and Mary K. Moses

King County Parcel No. 2538830850

Address: 1521 Second Avenue, Apt. 2304, Seattle, WA 98101

We, Victor C. and Mary K. Moses, owners of a west facing condominium property located at
1521 2nd Avenue, Apt 2304, Seattle WA, 98101 (Parcel No. 2538830850), objected to the
proposed Final Assessment for our property on February 3, 2020. The Hearing Examiner’s
Findings and Recommendations issued September 8, 2020 (“Examiner’s Recommendation™)
recommended that our objection be denied. We filed a timely appeal to that recommendation on
September 21, 2020.

Subsequently, the hearing examiner issued a revised Findings and Recommendations of the
Hearing Examiner dated February 1, 2021, which also recommends that our objection be denied.
We file this amended appeal pursuant to RCW 35.44.070, Seattle Municipal Code 20.04.090,
City of Seattle Resolution 31915, the notice of the Seattle Office of the City Clerk dated
December 30, 2019.

Our original appeal dated September 21, 2021 requested that the Council secure and provide
appellants a complete unified record, so that the appeals could be supplemented with that
information. We noted that failing to do so limited the ability of an appellant to receive efficient
and fair consideration by the Council or its delegate. Since this request was not granted we
hereby request that before rendering a decision on this appeal each Council member be polled
individually to attest that they have reviewed the video of my March 10, 2020 presentation at
hearing and the associated exhibits 1, 3 and 4 to that presentation. The video is available on the
Hearing Examiners website (https:/seattlechannel.org/hearingexaminer?videoid=x112101). The
exhibits to the presentation are attached as Exhibits A, B and C of this Appeal. All of the
Exhibits to this Appeal are contained in the record for LID No, 6751, however without a unified
record to easily identify them by reference, they are attached.

We appeal the following Findings and Recommendations in the Hearing Examiner’s September
8, 2020 and February 1, 2021 Findings and Recommendations.
1. Specific Case Finding CWF-0375
2. Sections I1.6, 1.7, 11.12, 11.14, 11.18, 11.19, 11.20, 11.21, 11.22, 11.23, 11.24, 11.25, 11.26,
11.27, 11.28, 11.29, 11.30, 11.31, 11.32, I1.33, IV.A, IV.B.1, IV.B.2, IV.B.3, IV.B.4, IV.B.5,
IV.B.6,1V.B.7,IV.B.8, IV.B.9, IV.B.11(a), IV.B.11(a)(i), IV.B.11(a)(ii), [V.B.11(a)(iii),
IV.B.11(a)(iv), IV.B.11(c), IV.C.2, IV.C3,IV.C4,IV.C.5,IV.C.8, IV.C.11,IV.C.12,
IV.C.14,1V.C.15,IV.C.18

We also appeal the Hearing Examiner’s failure to make findings of fact or recommendations on
material issues raised during our appeal that were supported by law, expert testimony, and fact.
The Final Study fails in many ways to satisfy the basic requirements of a LID assessment study,







and the Examiner’s Recommendation ignores those deficiencies in the Final Study. In fact, the
only instances in which the Examiner recommended anything other than denial of objectors’
appeals were where the City’s appraiser confessed error. The appraiser’s proposed assessments,
and the Examiner’s Recommendations, impose arbitrary and capricious Waterfront LID special
assessments based on “fundamentally wrong methods.”

Since the Waterfront LID Hearing is based on a consolidated record, we hereby include the
objections and argument contained in the appeal of taxpayer RRRR Investments LLC with
regard to CWF-0430 and CWF-0431, dated September 22, 2020. It is attached as Exhibit D.
Both of the properties in this appeal are also west facing residences in the condominium building
located at 1521 2™ Avenue and any objection or argument on their behalf is similarly applicable
to the appeal of the assessment on our residence. We supplement the appeal noted above with
our own arguments, which are listed below, on selected portions of the Finding and
Recommendations of the Hearing Officer:

1. Specific Case Finding CWF-0375
(a) Hearing Examiner notes that “The objection raises issues not within the jurisdiction
of the Hearing Examiner to address in the context of a special assessment hearing.”

Inexplicably the Hearing Examiner fails to even acknowledge the specifics of this
objection; the calculation of the proposed final assessments determined by ABS
Valuation in its Final Report fail to comply with RCW 35.43.050 (attached as Exhibit
E)

The city does not dispute that the City Council failed to make any finding as to the
benefit of the improvements as a whole to all of the property within the LID. Nor
does the City dispute that it failed to ascertain the cost and expense of each
continuous unit and impose the assessment rates on the basis of the cost and expense
of each unit as required by law. Instead the city seems to assert, without basis, that
this claim cannot be considered or addressed in the context of this Hearing. The
violation of RCW 35.43.050 did not exist until the city attempted to impose a final
assessment that did not comport with that statute. This hearing process is precisely the
time and manner to make this challenge.

Further, the nature of the violation of this statute is inextricably tied up in the ability
for property owners to challenge their assessments. Many properties are only
included in the LID because of proximity to Pike/Pine streetscape improvements or
Pioneer Square Streetscape improvements despite their substantial distance from the
Promenade, Pier 58 and the Overlook Walk. Separating the analysis of these elements
could (and likely would) show that the assessments for properties near these
streetscape projects far exceed both the special benefit cost of those projects and
therefore are illegally being forced to subsidize projects that bring them no special
benefit.

ABS is obligated to prepare its report in compliance with applicable law and it
negligently failed to do so. The Hearing Examiner ignores this obvious and admitted







violation of state law in the calculation of the final assessment roll. Failure to comply
with RCW 35.43.050 renders this Final Report invalid.

(b) The Hearing Examiner states that “The City appraiser used a sales comparison
approach to valuation to arrive at its value conclusions.” Robert Macaulay makes
that claim, but the empirical evidence from his Final Report screams otherwise. A
rational evaluation of the Report and supporting material provided by ABS Valuation
will conclude that a percentage increase to hypothetical “without LID” was used to
determine special benefits (see the following item 5). Such a conclusion should allow
for contradiction by a similar calculation, the accuracy of which has been attested to
by a qualified appraiser (see the following item 2).

2. Finding I1.12.
The Hearing Examiner states “Mr. Shorett’s Appraisal Review and Supplement did not
provide evidence about the current value of specific properties and did not calculate or
quantify the special benefits that would accrue to the concerned properties but identified
concerns Mr. Shorett had with the Final Special Benefit Study and the credibility of the
special benefit calculations therein. Mr. Shorett also prepared a Supplement to his
Appraisal Review. Mr. Shorett’s Appraisal Review and Supplement did not provide
evidence about the current value of specific properties and did not calculate or quantify
the special benefits that would accrue to the concerned properties but identified concerns
Mr. Shorett had with the Final Special Benefit Study and the credibility of the special
benefit calculations therein.”

The Hearing Examiner ignores that the Appraisal Review and Supplement prepared for
CWEF-0375 did contain a review attesting to the accuracy of my calculations of the
Special Benefit to our property which corrected for Robert Macaulay’s misstatement of
John Crompton/s work and did calculate and quantify a maximum value of the Special
Benefit that could accrue to our property. The provided analysis showed that there was
no special benefit assuming the waterfront was a small park. If you considered it a large
park, a qualification that the Waterfront improvements failed to meet, the special benefit
was $8,201 and the resulting assessment was $3,012. It is contained in the Client
Provided Information in the Report of Peter Shorett March 12, 2020 (attached as Exhibit
C, page 53).

I note that Robert Macaulay also did not calculate a current market value for any of the
properties in the LID for which he then asserted a special benefit to a hypothetical
without LID value. This failure has been noted by several objectors. The Hearing
Examiner holds Mr. Shorett to a higher standard than he applies to the City’s Appraiser.

3. Finding II.B.31
The Hearing Examiner states “The record demonstrates that ABS is highly experienced
and competent at completing mass appraisals...” Mr. Macaulay’s experience is obvious.
His competence is not demonstrated anywhere in the record. His selective citations of







Robert Crompton’s 2001 Study (Exhibit A, pages 13-20) and the HR&A Study (Exhibit
A, page 12), along with his misrepresentation of Dr. Crompton’s work are either
intentionally misleading or grossly negligent. In either case they are violations of the
USPAP Ethics Rule. These failures and Mr. Macaulay’s contradictory answers under
cross examination contradict a finding of competence.

Mr. Macaulay, by his own admission, has done more mass appraisals than anyone in the
state. The Hearing Examiner’s simply weighed resumes instead reaching an independent
judgement on the credibility of evidence and testimony. As a result the Hearing
Examiner failed to recognize (and the City failed to address or rebut) the testimony,
arguments and evidence from several experts whose testimony should have been given at
least the same weight as Mr. Macaulay’s testimony concerning the lack of special benefit.

Robert Macaulay did not perform any appraisal of properties outside the LID boundary in
order to conclude they had no special benefit (Dep of R. Macaulay 2/27/2020 P 39-40).
The Hearing Examiner’s acceptance of Robert Macaulay’s determination of the LID
boundaries asserts that an appraiser can reach a reasonable conclusion that a property has
no special benefit without performing an appraisal. The Hearing Examiner then
arbitrarily holds appraisers representing objectors to a higher standard of judgement than
he holds the City’s appraiser

The testimony of a qualified expert that in his professional opinion there is no special
benefit for a property should transfer the burden of proof back to the City.

Finding 11.B.32

The Hearing Examiner cites the April 1, 2020, declaration of Robert Macaulay; “A direct
application of Dr. Crompton’s research would also have been inappropriate in this
context because the LID Improvements contain a mix of park and streetscape amenities
and the LID includes both commercial and residential properties. In my professional
opinion, it is reasonable to rely on elements of Dr. Crompton’s research when analyzing
the potential value lift associated with the park amenities included in the LID
Improvements.”

Macaulay classifies the improvements as a mix of park and streetscape amenities and
admits that “it is reasonable to rely on elements of Crompton when analyzing potential
value lift associated with the park amenities.”

Our residence at Fifteen Twenty-One is a residential property, so that the LID also
contains commercial properties is irrelevant.

Macaulay cites only one study in his Report supporting the value of “streetscape
amenities”, NYCDOT (Exhibit A. page 26). This study is based on retail sales and
limited to establishments abutting the street revisions. It provides no basis for imputing
increases to any residential property, nor to any non-abutting property.

The Report of John Crompton (attached as Exhibit F) states that:







(a) The appropriate designation of the green space in the LID is not a park, but a
parkway or greenway (page 4)

(b) The premium from parks on property values are likely to be much higher and
extend to a greater distance, than those from parkways or greenways (page 4).

(c) The most generous valuation of any of the improvements, both in terms of level
of valuation and range of impact, arises if you consider the improvements a park
(page 4).

(d) Clearly the premiums suggested by the Appraiser are much higher than those
emanating from the 2004 publication from which he inappropriately infers they
are derived (page 10).

An assessment using the assumption of a park therefore provides a reasonable cap on the
potential special benefit. My analysis (See item 2 above) showed that there was no
special benefit assuming the waterfront was a small park. If you considered it a large
park, a qualification that the Waterfront improvements failed to meet, the special benefit
was $8,201 and the resulting assessment was $3,012. My analysis accurately applied the
distances that were misstated by Macaulay. The analysis was reviewed and the accuracy
attested by Peter Shorett, MAIA. My analysis stands as far more credible analysis of the
potential range of special benefit to my condominium than Mr. Macaulay’s

. IV.B.8.

“Objectors presented no credible evidence that the City’s appraiser failed to consider
detriments that would result from the LID Improvements, or that the risk of these alleged
detriments would have a net negative impact on their property values. Finally, in the
hearing, the City offered specific evidence that the “negative impact” Objectors perceived
with regard to pedestrian traffic and noise does not measurably affect property value in
urban areas like Seattle.”

This is in error. In particular, Macaulay admitted in cross examination (Hearing
Transcript 6/23/2020 P 171-172) that he did not consider changes in traffic flow that
would constrict access to the parking garages in Fifteen Twenty-One that are accessed via
News Alley between Pike and Pine streets.

. IV.b.11(a)iii

The Hearing Examiner states “Testimony from Mr. Macaulay and the Final Special
Benefit Study demonstrated that ABS did not apply a percentage to arrive at the “with
LID” or “after LID” values. Instead, ABS calculated the value lift for each property in
dollar terms. A percentage did result from this process, and this was shown in the
spreadsheets in the Final Special Benefit Study to demonstrate the calculated increase in
value as a percentage, not as a pre-applied formulaic percentage. Mr. Gibbons’s (and
other Objector representatives’) belief that ABS applied a special benefit percentage
formula seems to have been based on an understanding of the ABS process prior to
receiving additional information from ABS on its processes that were revealed during the
deposition and hearing process.”







It is a practical impossibility that, if Robert Macaulay had actually done a separate dollar
based evaluation of each property, for each of the 49 condominiums buildings in the LID,
every residential property in that building would have exactly that same percentage
result. The only reasonable conclusion is the Special Benefit was calculated by applying a
percentage by condominium based on its location.

Nothing changed based on information from ABS during the deposition or the hearing
process. Robert Macaulay, after asserting that the percentage increases in value noted in
his Report were the result of a calculation based on the value lift for each property in
dollar terms, when queried in cross examination (Hearing Transcript 6/23//2020 P 132-
135) why the same percentage was also shown in his Addendum Volume in the header
line for each condominium building with no “without LID” or “with LID” values on
which to make the percentage calculation he preposterously claims that those percentages
are just “typos”. Robert Macaulay simply lied under oath.

7. 1V.C.4 “Regardless, the burden was not on the City to prove its case in this regard.
Instead, Objectors had the burden of proof to demonstrate through evidence that
properties will not be benefitted by the LID Improvements. In this case, Objectors simply
adopted an accusatory tone and asserted that they are already benefited by access; they
provided no evidence analyzing a contrast between their current circumstances and the
proposed improvements. Therefore, Objectors failed to meet their burden with regard to
this issue.”

This finding is in error. Dr. Crompton provided expert testimony that the Overlook walk
was not a park (Hearing Transcript 4/16/2020 P 99-100). However, it does provide a new
access route between the Market and the waterfront. I carefully calculated walking
distances from 1521 2™ Avenue to the waterfront with and without the Overlook walk.
These measurements showed that use of Overlook walk significantly increased those
walking distances and therefore provided no actual benefit over the existing (and
improved) access routes. (See Exhibit C, page 56).

The proposed special assessment for our property should be invalidated/vacated.
Respectfully Submitted

e & 7P

Victor C. Moses

February 16, 2021
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FIETEEN TWENTY-ONE

Central Waterfront LID

Objection to Assessment CWF-0375
Victor C. Moses
March 10, 2020








February 37 Filing Made 4 Objections HIFTEEN THENTY- DM

Timing of the Proposed Final Assessment and the date set for Collection
- Proposed Final Assessments should not be allowed until design specifications are
substantially complete , SEPA reviews are complete and reliable cost estimates are
available
- Assessments should not be confirmed until completion of construction

Properties Improperly Excluded From Assessment

Disagreement with the Amount of the Proposed Final Assessment
- Equitable Allocation
— Calculation of Market Value without LID
- Determination of the Special Benefit Percentage

LID Assessment is Improperly calculated under RCW 35.43.050

Highlighted Objections Are Withdrawn

March 10, 2020 CWEF- 0375 2







L FIFTEEN TWENTY-ONE
Today’s Topics

e Timing of Assessment

e Fifteen Twenty-One Condominium Valuation
- Evidence of Error
- Stale Data
- Erratic and Unreliable High Rise Condominiums Valuations
- Economic Studies
HR&A
Crompton
NYCDOT

* Discontinuous Improvements

e Appraisal Review by Peter Shorett
- Exhibit 2 Application of Crompton to Residence 2304

Peter Shorett To Testify Later
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Timing

Project

Formation Construction Finalization Assessments

Design

City responsible for cost overruns

Needs: Property owners understand there is no commitment to
Design Process Complete completion date but take comfort from:
Up To Date Cost Estimates City incentives to project done quickly
Binding Funding Commitments Ability to see improvements completed in accordance

with desigrysﬁecifications before they pay for them

Goal:
To complete improvements in a timely manner
and on budget

Sound Business Practice: City Incentives Aligned With Property Owner Expectations

Formation ‘ Finalization Assessments Prol‘e et Construction
‘ Design

City responsible for cost overruns Property owners understand there is no commitment to
City collects funds in advance completion date but take comfort from:

Earns interest until spent on construction ?

Doesn’t need firm funding commitments - -

Manages expense risk with design changes Unsound Business Practice:
Incentives to complete in a timely manner are gone Needs To Be Preempted

March 10, 2020 CWE- 0375 4







Vague Design Specifications HIFTEEN TWENTY-ONE

* In order to assure that design specifications are vague the City has acted
inappropriately and potentially unlawfully.

- There are no “plans and specifications” on file with the Clerk’s Office for the LID Improvements,
and it is unlawful to move to final assessments without such “plans and specifications.”
Ordinance 125760, Section 3; Local and Road Improvement Districts Manual for Washington
State 6th Edition, pp. 3, 19, 31, 44 (2009).

- There has been no State Environmental Policy Act (SEPA) review of the Waterfront LID
formation ordinance, and there are incomplete SEPA reviews of the LID Improvements
themselves. It is unlawful to move forward with final assessments until all SEPA reviews are
complete for both the Waterfront LID and the Waterfront LID Improvements. LID Manual, pp. 3,
6,17, 24, 26; SMC 25.05.800.Q.

* Requested Remedy:
Proposed Final Assessments should not be allowed until:
- design specifications are substantially complete
- SEPA reviews are complete
- Reliable cost estimates are available







" . . FIFTEEN TWENTY-ONE
Intuitive Valuation Perspective -

Pedestrian

. Improvement Capacity Capacity Include
Property Type Arafie Driver Based Measure | Improvements e« Allpr rti X t
- P properties except
condominiums have ability to
. Overnight - .
Hotel Positive Visitors Yes Rooms Yes earn additional income from any
increased business generated by
Retail/Restaurant Positive Foot Traffic Yes Floor Space Yes the LID Improvements
Office Positive Workers Yes Floor Space Yes e Condominium benefit only
accrues from:
Apartment Neutral Tenants Yes Units Yes B ImpaCt on attractiveness of
the neighborhood
Attractiveness - Whether amenities are
Condominium Negative Interest in Use No - No going to be used
- Ease of access
Access
Land Area ) vel
Potential - All properties are negatively
Undeveloped/ Dependent Use v Zor."nlg affected by
on Highest Development - Restrictions Yes - Noise
Underdeveloped .
n t;n:ve ope anﬂ:eeSt - Other - Increased Crime
Restrictions - Constricted ingress/egress
Interim Use

Single Family Residences Should be Lowest Valuation Class...

March 10, 2020 CWE- 0375 6







cvidence of Error FIFTEEN TWENTY-ONE

...But They’re The Highest?

=
ifteen West Edge 1516 2" Ave
Twenty-One

A
N
X /¢ Property Type Condominium Apartment Apartment Condominium Apartment
Helios Ap%r&meﬁts i
The Emerald 308 Units Year Built 2008 2016 2015 In Progress In Permitting
262 Units
Land Area 16,192 18,709 19,900 8,365 19,440
Residential Units 143 339 398 262 475 - 540
=
g 1516 2nd Pre. Net Sq Footage 275,335 347,876 306,374 223,814 300,000*
475 to g{ﬁ Units
02 W KCA Valuation $16.2m $17.8m $18.9m $7.9m $18.5m
. '% 1521 2nd Ave Land Value
4 143 Units LID MV Before $350.4m $301.0m $298.9m $181.6m $32.0m
-% Special Benefit % 2.70% 2.06% 1.92% 1.10% 2.50%
S
> “,aa- Special Benefit $9.57m $6.20m $5.73m $2.01m $0.80m
%, |
West Edge Apartments Special Benefit $34.37 $17.81 $18.70 $8.99 $2..68
330 Units Per Sq Foot
) Special Benefit $67K $18K $14K $8K $2K
| 320 | Per Unit

This screams that something is wrong
* Underdeveloped properties get a huge discount, both the Emerald and 1516 2" will be done will before the
LID Improvements
* If everyone in Fifteen Twenty-One just rented their home, the building would be an apartment...
...how can a condominium be assessed at almost twice an apartment when it should be lower?

March 10, 2020 CWEF- 0375 7








Stale Data

FIFTEEN TWENTY-ONE

A
N

Helios ﬁpi{!‘-l;hﬂﬁi

1518 2Znd Ave

&

Appears to use number close to 2018
KCA assessed valuation (2019 tax year)
as “Before LID” value in Preliminary
Study

Doesn’t update values in Final Study,
even though they’re available

ABS data is over a year old and misses

impact of “completed, in progress and in

permitting” construction in the last year

- City side territorial views drastically
reduced

- 02 stack hardest hit with market
value losses of $S400 to S500K at
some levels

Fails USPAP Standard for Continuous Updating
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Condominium “Elevation Lift”

FIFTEEN TWENTY-ONE
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Floor

Uses “elevation lift” to value units
on higher floors

Generates unrealistic and
sometimes irrational values

Fails USPAP Standard for Proportionality
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Economic Studies (Final Study pp 44-48) S S

ABS cites three Economic Studies as the underlying basis for their valuation

HR&A: “Beyond Real Estate Increment: The Value of the Central Seattle Waterfront”, a study done
for Friends of the Waterfront which was published in 2013 and updated in 2019. It is the only
Seattle specific study cited.

Crompton: “The Impact of Parks on Property Values: A Review of the Empirical Evidence”, published
by the National Recreation and Park Association in 2001 (updated in 2014) summarized the findings
of a study completed by the Department of Recreation, Park and Tourism Sciences at Texas A & M
University.

NYCDOT: “The Economic Benefits of Sustainable Streets” published in 2014 by the New York City
Department of Transportation looked at the effects of “street projects that improve safety and
design and that welcome pedestrians, cyclists and transit riders
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-
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- Waterfroni Seattle is @ 26-b|ock transformahve open space [cmd roudway
lmprovement project that will reconnect Downtown Seatﬂe, ﬂi'e'Cny, ond =
“the region with ffs waterfront, generatmg new economlc achvny cmd =
"|mprovmg T quahiy of life for the: surroundmg commumfy and reglona :

- .

Woaterfront Seattle Benefits Study | 2
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HR&A FIFTEEN TWENTY-ONE

ECONOMIC & FISCAL IMPACTS | NET NEW VISITATION METHODOLOGY

HR&A then estimated the share of regional vs. out-of-town visitors, and how much time these visitors might
spend in the park.

Vishor Typs - Share of 8M Net New Visitor ' .Nel New
Projected Visitors Days Per Person Visitor Days
Regional Residents
[ Downtown (park adjacent) <1% 0 0
City Residents (non-adjacent) 8% <11 69K ]
Metro Residents (non-city) 37% adill 327K
Subtotal 45% 396K
Tourists
Day Visitors 28% .25 566K
Overnight 27% 25 539K
Subtotal 55% 1.1M
Total ~1.5M

Note: Distribution of visiters, % regional v. tourists, is based on comps from the High Line and Hudson River Park. Distribution of regional residents is based on population
distribution. Distribution of day v. overnight tourists is based on 2016 Longwood Tourism Study for Seattle. Net new visitor days per person is based on precedent research on | 84
time spent in open spaces by residents and out-of-town visitors, based on an 8-hour day.

Study shows no additional use by nearby residents or a best once roughly every 9 years.
No utility implies no value.

March 10, 2020 CWEF- 0375 12








FIFTEEN TWENTY-ONE
Crompton

“THE PROXIMATE PRINCIPLE: The Impact of Parks, Open Space and Water Features on Residential Property
Values and the Property Tax Base”, Second Edition, John L. Crompton, 2004

Executive Summary...page 14

“The diversity of the study contexts makes it feasible to offer a generalizable definitive answer to
the third question addressed by the empirical studies which concerned the distance over which
the proximate impact of park land and open space extends. There was consensus among the
studies that it has substantial impact up to 500-600 feet (typically three blocks away from the
park). In the case of community-sized parks (say upwards of 40 acres), it tended to extend out to
1,500-2,000 feet, but even in those cases the premium was small after 500-600 feet. Studies have
not tried to identify impacts beyond that distance because of the compounding complexity
created by other potentially influencing variables which increases as distance from a park
increases. However, especially in the case of larger parks, it is likely there are additional economic
benefits not captured by capitalization into increased property values beyond this peripheral
boundary, since the catchment area from which users come frequently extends beyond it.

Well Known And Respected Resource








Crompton (The Proximate Principal)

FIFTEEN TWENTY-ONE

 Seminal paper by John Crompton

First published in 2001, Second Edition in 2004, Last Updated in 2014

e Summary of over 30 empirical studies on the value of parks

* Synthesized often complex data and reached empirically supportable conclusions

* Provided a simple tool for estimating the increased property taxes generated by a park

* Increased value of nearby properties ultimately captured in tax assessments based on three
factors

Size of Park

Distance from Park

Quality of Park

Widely Used by Municipalities Across the US








Crompton (2004, Size and Distance ppl4) HIFTEEN THENTY- DM

Executive Summary...

“The diversity of the study contexts makes it feasible to offer a generalizable definitive answer to
the third question addressed by the empirical studies which concerned the distance over which
the proximate impact of park land and open space extends. There was consensus among the
studies that it has substantial impact up to 500-600 feet (typically three blocks away from the
park). In the case of community-sized parks (say upwards of 40 acres), it tended to extend out to
1,500-2,000 feet, but even in those cases the premium was small after 500-600 feet. Studies have
not tried to identify impacts beyond that distance because of the compounding complexity
created by other potentially influencing variables which increases as distance from a park
increases. However, especially in the case of larger parks, it is likely there are additional economic
benefits not captured by capitalization into increased property values beyond this peripheral
boundary, since the catchment area from which users come frequently extends beyond it.

Size and Distance...Simply Explained In One Paragraph








ABS (Size & Distance, Final Study pp 45-46) Fritid ERHIR

Cites Crompton
* 75% of the benefit from a park is captured within 500 feet, or three blocks and the
remaining 25% of the benefit is likely dissipated over a 500- to 2,000- foot range, or 4
to 12 city blocks....but makes no mention of park size as a factor

* Notes that neighborhood parks that are primarily used by the surrounding residents
result in a higher increase in property value than larger parks that attract active users
from outside the neighborhood due to the adverse effects of noise, nuisance and
congestion... but never notes applying it his valuations

* Stresses 3 and 12 city blocks throughout the Final Study...which using Seattle’s 320’
wide blocks translates to 960’ to 3,840’...2x what Crompton recommended

Reality:
* It should just have been 1% blocks...or at best 1% to 3 blocks for a large park







Crompton (2004 Park Rating, pp 20) Pl TN

* Grade each park in the system on the five-point scale shown in Exhibit A ranging from “unusual
excellence” to “dispirited, blighted.” The grading can be done either by park staff or by a panel of
residents familiar with each of the sites. This scale is defined primarily by the emotional response
of people in a park’s area of influence. It recognizes that a park’s quality is defined by people’s
emotional response to it, rather than only by its physical and tangible qualities.)

Exhibit A Park Quality Scale for Determining Proximate Premuiums

Unusual Excellence: A signature park: exceptionally attractive: natural resource based: distinctive landscap-
ing and/or topography; often mentioned in sales advertisements for nearby properties; well maintained: genu-
e ambiance: engenders a high level of community pride and “passionate attachment.”

Above Average: Natural resource based: has charm and dignity: regarded with affection by the local com-
munity: pleasant. well maintained.

Average: Rather nondescript: not really “noticed”™ by the local community: adequately maintained: no distin-
guishing features.

Below Average: Sterile: absence of landscaping or trees: athletic fields with noise. lights. congestion: inten-
Sive use.

Dispirited, Blighted: Dilapidated. decrepit facilities; broken equipment; unkempt. dirty: unofficial de-
pository for trash: noisy: undesirable groups congregate there: rejected and avoided by the community.
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ABS (Park Rating, Final Study pp 46-47 ) Fritid ERHIR

The following exhibit summarizes Crompton’s grading scale for park amenities.

Exhibit A Park Quality Scale for Determining Proximate Premiums

Unusual Excellence: A signature park: exceptionally attractive: natural resource based: distinctive landscap-
ing and/or topography: often mentioned in sales advertisements for nearby properties; well maintained: genu-
ine ambiance: engenders a high level of community pride and “passionate attachment.”

Above Average: Natural resource based: has charm and dignity: regarded with affection by the local com-
munity: pleasant. well maintamed.

Average: Rather nondescript: not really “noticed™ by the local community: adequately maintained: no distin-
guishing features.

Below Average: Sterile. absence of landscaping or trees: athletic fields with noise, lights, congestion: mten-
SIve use.

Dispirited, Blighted: Dilapidated, decrepit facilities: broken equipment: unkempt. dirty: unofficial de-
pository for trash: noisy: undesirable groups congregate there: rejected and avoided by the communty.

In the case of the Waterfront Seattle project, it is important to consider that there is an existing waterfront
amenity; the current waterfront area can be rated as average to above average since it provides a unique
public amenity.... With the project elements completed, the area will be upgraded to excellent...

Macaulay Morphs Park Into Park Amenity and Asserts His Judgement...
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Crompton & ABS (Park Premium) HFTEEN THENT-ON

Crompton (2004, pp 20):

* The suggested premiums applied to all single family home properties within the 500 foot
proximate area for each of the three highest categories shown in Exhibit A are:
Unusual excellence: 15%
Above average: 10%
Average: 5%

Macaulay (Final Study pp 47):

Condominiums within a three-block radius typically experience increases in property value of:

Quality of Park Distance Green Premium
Excellent — Average I block 16-20%
Excellent 1-3 blocks (500ft) 15%

Above Average 1-3 blocks (5001t) 10%

Average 1-3 blocks (5001t) 5%

Poor 1-3 blocks (5001t) -5%

With the project elements completed, the area will be upgraded to excellent, which indicates an
average 5% increase in condominium values situated within three blocks of the
improvements/new amenities.

...And Generates a 5% Condominium Price Increase...
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Crompton (2004, Park Maturity pp34) Fritid ERHIR

* Chapter 1: Context of the Issue - Factors Influencing Capitalization

“It may take 30 to 40 years for new parks to mature. In the beginning trees are small and
spindly, plantings are scattered and immature, shade is scarce, and the landscaping often is
not aesthetically pleasing. Hence, the capitalized premium initially may be relatively small,
but if the park is well maintained the premium is likely to increase over time.”

...While Ignoring Additional Guidance From The Same Paper
And Earlier Work Done in Seattle
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FIFTEEN TWENTY-ONE
Crompton Summary

ABS:
* Two key premises form the foundation for the ABS condominium valuations

- 75% of the benefit from a park is captured within three blocks and the remaining 25% of the
benefit is likely dissipated 4 to 12 city blocks

- Crompton’s park rating ... indicates an average increase in value of 5% for condominiums situated
within a three-block radius

Neither Of The Premises Above Are Accurate!

Reality:
* Crompton’s distance standards are 500" and 2,000’

- Using Seattle’s 320’ block width translates to 1% to 3 blocks (480’ to 1,980’)

- ABS states 2x what Crompton indicated for a “community sized” park

- Seattle’s 26 acre Central Waterfront Improvements don’t even deserve extension beyond 500-600’

* Robert Macaulay set the 5% average increase
- Arbitrarily selected the input values for the Park Rating
- lIgnored “other factors affecting capitalization” indicated by Crompton

- Cited average increases aren’t applicable.







Crompton Model FIFTEEN TWENTY-ONE

The area of proximate impact of a park should be limited to 500 feet or three blocks.
The empirical results suggest this is likely to capture almost all the premium from
small neighborhood parks and 75% of the premium from relatively large parks. The
remaining 25% is likely to be dissipated over properties between 500 and 2000 feet.

Generalized Form of Crompton Model

|

|

|

|

|

Tax Base :
Increase 75% :
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0 500 2,000
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Averages Aren’t Applicable FIFTEEN TWENTY-ONE

Crompton: Proximate Factor Anaysis

Easily verified

80% o
o Block Length: 320 ft * The average over the
| Horizon 1: 480 ft first three property
6.0% layers (480 feet) is
Horizon 2: 1,920 ft
600°l° 5%
5.0% . Premium: 5.0%

e The amountin the
4.0% tail is 5%, which is
one-third of the total

Impllied Imcrease in Market Value
Before Congestion Adjustment

3.0% olo
A . .
> amount in the high
2.0% zone.
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Crompton vs. ABS FIFTEEN TWENTY-ONE

Crompton vs. ABS
3.50%

3.00%
s Crompton  =———ABS

2.50%

2 00% Fifteen Twenty-One 2.7%

1.50%

(Before Congestion)
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* This would have made a good page...but we don’t actually know what

ABS did
- There is no analysis
- There is no model
- There are no special case files

For Any Condominium, All ABS Provides Is One Number Buried Their Final Study
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NYCDOT FIFTEEN TWENTY-ONE

“...this publication is the summary of a multitude of studies but is focused on street design
projects, relying on retail sales as a measure of the impact on surrounding property values. The
basic premise of the New York study is that “changes in travel patterns, spending patterns and
neighborhood desirability caused by changes in the street environment can impact businesses’
and property owners’ bottom lines, most directly by affecting retail sales but also retail rents,
office rents, and commercial property values.” Some additional key observations of the study
include:

e Changes to the street have a direct correlation to the “potential customers making trips
to that street or change the frequency or spending patterns of their trips.”

e Improving access through parking, bike lanes, bike parking and transit services can
increase the customer base.

e “Creating a more comfortable and enjoyable public realm” will encourage potential
customers, once already on site, to stay for longer durations and “potentially result in
their patronizing local businesses more than they otherwise would.” Features with this
goal in mind usually include “functional improvements such as benches, tables and
chairs, wayfinding signage and urban design enhancements such as distinctive paving,
landscaping, street lighting and public art.”

Applicable To Pike And Pine Street Beautification But Relies on Retail Sales Data
Not Acceptable Evidence For Residential Appraisal








. . FIFTEEN TWENTY-ONE
Discontinuous Improvements

e RCW 35.43.050 Authority-Noncontinuous Improvements
- Combining discontinuous improvements for cost and benefit requires finding by Council of “general
good”
- Lack of such finding requires separation of discontinuous segments for both cost and benefit
- No such finding exists

* Objection is not to Formation
e Objection is not to Fair Market Value Methodology
* Objection is to Consolidation of Costs

* LID Creates a Contract Between City and Property Owner
- Itis a Contract of Adhesion
- Onusison City to get it right

* Omission of the Finding is Curable
- May require novation of Waiver of Protest Agreement
- Reopens window for challenges to formation
- Reopens window for objection

Unfortunate Mistake...For all Property Types








FIFTEEN TWENTY-ONE

summary

Fifteen Twenty-One:

The KCA data used was stale and readily available updated data was not used

Inappropriate techniques were used for assigning “without LID” valuations to individual
condominiums

The Crompton based valuation is grossly in error
- Correcting results in no special benefit

The Pike and Pine improvements provide no special benefit because of constricted access
to building garages

By not recognizing the discontinuous improvements the assessment was improperly
calculated

ABS Appraisal Is Grossly in Error And Deserves To Be Nullified

Apt 2304:

Correcting gross valuation errors yields no special benefit

Even allowing a “large park” assumption...special benefit is small and the assessment
substantially exceeds the special benefit.
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EXECUTIVE SUMMARY

Seattle has long been a city of great parks. Found in more than 5,400 acres within the city’s
boundaries, the parks have countless amenities —26 recreation centers, 114 ball fields, 165 tennis
courts, trails for bike commuters, and even a mountain bike course underneath a freeway
colonnade. While the natural beauty of the Northwest is evident in the views of Puget Sound and
Mount Rainier, it is the many verdant outdoor spaces and vibrant public places that define the
Emerald City. From the city’s first public park— Denny Park, built in 1887 —to the parkways laid
out by famous designer John Charles Olmsted; to the Forward Thrust investments pushed by
James Ellis, Mayor Dorm Braman, and others; to the recent addition of Lake Union Park and the
expansion of Cal Anderson Park; this enduring legacy has great economic value.

Seattle’s park system was always thought of partly as an economic development tool. In fact, the
Olmsted Brothers firm was hired to design a showcase system for the millions of people who came
to the 1909 Alaska-Yukon-Pacific Exposition. Yet the actual economic value of this asset has never
been measured. Now this study provides it. Knowing the numbers can help planners and
policymakers recognize the role of parks not just in sound-good buzzwords such as “quality of life”
and “livability” but in terms of the real economic development of the city, quantifying past
investments and informing future spending and budgetary decisions.

This study enumerates seven major factors that relate to the economic value of Seattle parks:
property value, tourism, direct use, health, community cobesion, clean water, and clean air. While the
science of city park economics is in its infancy, the numbers reported here have been carefully
tabulated, considered, and analyzed for the most recent year available at the time of this study.
The valuation includes Seattle’s entire park and recreation system —its trails, natural areas,
neighborhood and community parks, and parkways.’

Two of the factors provide Seattle with direct income to the city’s treasury. The first is increased
property tax from the increase in value of residences that are close to parks. This came to nearly
$15 million. The second consists of sales tax receipts from tourism spending by out-of-towners
who came to Seattle primarily because of its parks. This value came to nearly $4.4 million.

In addition to increased tax money, these same factors bolstered the collective wealth of Seattleites —
by more than $8o million in total property value and by more than $30 million in net income from
tourist spending,.

Two other factors provided Seattle residents with direct savings. The larger by far stems from
Seattleites’ savings by using the city’s public parks, recreation centers, trails, and facilities instead
of having to purchase these items in the private marketplace. This value came to more than

$447 million. Second is the health benefit—savings in medical costs—from getting physical
activity in the parks. This came to just over $64 million.

The last three factors also provided savings, but to city government rather than to individuals. The
first involves water pollution reduction— the fact that the trees and soil of Seattle’s parks retain
rainfall and thus cut the cost of treating stormwater. This value came to just over $2.3 million.

The second concerns air pollution— the fact that park trees and shrubs absorb a variety of air
pollutants. This value came to nearly $530,000. Third is the community cohesion benefit of people
banding together to save and improve their neighborhood parks. This “know-your-neighbor” social

"The study does not include every potential value aspect of a park system. For instance, the dollar value of the mental health
benefit of a walk in the woods has not yet been documented and is not counted here.
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capital, while hard to tabulate exactly, helps ward off all kinds of antisocial problems that would
otherwise cost the city more in police, fire, prison, counseling, and rehabilitation costs. We estimate
this value at just over $9.5 million.

The park system of Seattle thus has provided the city with annual revenue of $19.2 million, a
municipal cost savings of $12.4 million, a resident savings of $511.6 million, and a collective
increase of resident wealth of $110.8 million.

Summary: Estimated Annual Value of the

Seattle Park and Recreation System

Revenue-producing factors for city government

Tax receipts from increased property value $14,771,258
Tax receipts from increased tourism value $4,389,440
Total $19,160,698

Cost-saving factors for city government

Stormwater management value $2,313,341
Air pollution mitigation value $526,768
Community cohesion value $9,537,639
Total $12,377,748

Wealth-increasing factors for citizens

Additional property sales value attributable to park proximity $80,794,098
Profit from park-related tourism $30,027,760
Total $110,821,858

Cost-saving factors for citizens

Direct use value $447,501,085
Health value $64,087,756
Total $511,588,841

Source: Center for City Park Excellence, The Trust for Public Land, December 2010.

4 The Economic Benefits of Seattle’s Park and Recreation System







BACKGROUND

Cities are economic entities. They are made up of structures entwined with open space. Successful
communities have a sufficient number of private homes and commercial and retail establishments
to house their inhabitants and give them places to produce and consume goods. Cities also have
public buildings —libraries, hospitals, arenas, city halls —for culture, health, and public discourse.
They have linear corridors —streets and sidewalks — for transportation. And they have a range of
other public spaces—parks, plazas, and trails, sometimes natural, sometimes almost fully paved —
for recreation, health provision, tourism, sunlight, rainwater retention, air pollution removal,
natural beauty, and views.

In successful cities the equation works. Private and public spaces animate each other, the value of
the whole surpassing the sum of its parts. In unsuccessful communities, some aspect of the
relationship is awry: production, retail, or transportation may be inadequate; housing may be
insufficient; or the public realm might be too small or too uninspiring.

A city’s park system is integral to this equation, but research on the topic has largely been absent in
cities even though the economic impact of stadiums, convention centers, and museums has been
promoted widely. Based on a two-day colloquium of park experts and economists held in Philadelphia
in October 2003 (see Appendix I1I), the Center for City Park Excellence believes that there are
seven attributes of a city’s park system that are measurable and provide economic benefits to the
city. (For a listing of studies done on these issues, including some by colloquium participants, see
Appendix II1.)

What follows is a description of each attribute and an estimate of the specific economic value it
provides in Seattle. The numerical calculation sheets can be obtained from the Center for City
Park Excellence or accessed at tpl.org/seattleparkvalue.
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1. HEpONIC (PROPERTY) VALUE

Numerous studies have consistently shown that parks and open space have a positive impact on
nearby residential property values. The evidence reveals that most people are willing to pay more
for a home close to a nice park. Economists call this phenomenon “hedonic value.” (Hedonic value
also comes into play with other amenities such as schools, libraries, police stations, and transit
stops. Commercial office space near parks may also command increased value, but no study has yet
been able to quantify it.) Incidentally, property value goes up even if the resident never goes into
the park; simply a view of a park can be worth extra value for some.

Benjamin Benschneider

Aerial view of Olympic Sculpture Park from Elliott Bay. Parks enhance property values around their edges, which helps bring in additional
tax revenue.

Property value near parks is affected primarily by two factors: distance and the quality of the space.
‘While proximate value (i.e., the “nearness” factor) has been documented for up to 2,000 feet from
a large park, studies found most of the value to be within the first 500 feet. To be conservative, we
have limited our measurement to this shorter distance. As for park quality, beautiful natural
resource parks with great trees, trails, meadows, and gardens are markedly valuable to surrounding
homes. Excellent recreational facilities are also desirable (though with some reductions in value
due to issues of noise, nighttime lighting, and parking). Less attractive or poorly maintained parks,
however, are only marginally valuable. And parks with dangerous or frightening aspects can reduce
nearby property values.
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Determining a park-by-park, house-by-house property value for a city is technically feasible, but it
is prohibitively time-consuming and costly. Thus we formulated an extrapolative methodology to
arrive at a reasonable estimate. Using computer-based mapping, we identified all residential
properties within 500 feet of every significant park and recreation area in Seattle. (We defined
“significant” as parks of one acre or more that are publicly owned within the city limits, excluding
water areas outside the city’s land boundary,) According to property records of the King County
Assessor’s Office, there are over 63,000 residential properties within 500 feet of parks in the city
of Seattle. A residential property is defined as a unit that is owned and taxed. A single-family
house is one property, a 100-unit rental building is one property, and a 100-unit condominium
building is 100 properties. These properties when measured in 2010 had a combined market
value of $33.9 billion.

To scientifically analyze the hedonic values conferred by parks, TPL then conducted a regression
analysis of all residential property sales from mid-2005 to mid-2o010. We chose this five-year period
in order to have a large enough sample size. Our regression showed a 4.84 percent park effect.
Using this, we calculated that the property value attributable to parks in Seattle is just over

$1.6 billion. We then applied the park-effect coefficient in two ways— to determine additional
property tax income to the city in 2009 and also to determine additional personal income to

those homeowners who sold their dwellings in 2009.

Using data provided by the assessor’s office, we calculated that just over $305 million of property
tax was collected from properties within 500 feet of parks. Since 4.84 percent of this was due to
parks, the increment came to $14.77 million. We also determined that based on the assessor’s data
for the homes sold in 2009 (the last complete year of residential sales data available), the
proximate park value realized at the time of sale was $80.79 million.

We consider these to be conservative estimates for three reasons. First, they do not include the
effects of small parks (under an acre), although it is known that even minor green spaces have a
property value effect. Second, they leave out all the value of dwellings located between 500 feet
and 2,000 feet from a park. Third, they do not include the potentially very significant property
value for commercial offices located near parks.

Table 1. Effect of Seattle Parks on Residential Property Values

Value of properties within 500 feet of parks, 2010 $33,929,843,080
Value attributable to parks (4.84%) $1,642,204,405
Property tax revenue from properties within 500 feet of parks, 2010 $305,191,275
Tax revenue attributable to parks (4.84%) $14,771,258
Value of properties sold in 2009 within 500 feet of parks $1,669,299,551
Value attributable to parks (4.84%) $80,794,098
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2. TOURrRISM VALUE

Seattle’s place as a city on the sea with mountain views from its seven hills, combined with its
cultural offerings, nightlife, and heritage, makes it a popular city to visit. A significant portion of
the city’s tourism can be attributed to its park system—visitors either coming to see specific parks
or taking part in park-based events.” The evidence can be found in travel writing alone. For
instance, noting Seattle’s great outdoor opportunities, Fodor’s lists Gas Works Park among the
city’s top attractions and also spotlights Discovery Park. The New York Times’ “36-hour visit” to the
city highlights the Olympic Sculpture Garden as a “must.” And Wikitravel’s contributors tout the
park system through such activities as biking on the Burke-Gilman Trail. When it comes to large
outdoor events, most take place within parks: the Danskin Triathlon attracted more than 12,000
people and Hempfest pulled in more than 200,000.

Joe Mabel

Children’s Festival at the Seattle Center. Parks contribute to the tourist economy—both as event venues and as attractions in their own right.

Determining the contribution of parks to the tourism economy requires knowledge of tourist
activities, the number of visits, and the level of spending. In Seattle, while attendance at some
events is known, there is no comprehensive survey regarding tourism due primarily to parks.
Nevertheless, Seattle’s Convention and Visitors Bureau does have data on visits to King County,
the level of spending, and a limited variety of reasons for the trip. This data, supplemented by
interviews with local tourism experts, enabled us to estimate the economic value of park visitation
by tourists.

2By definition, local users are not tourists—any spending they do at or near the park is money not spent locally somewhere else,
such as in their immediate neighborhood.
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We first reduced the total amount of King County tourist spending by half because about one out
of every two county visitor dollars is spent in Seattle itself. Then, after eliminating all business and
conference visitors, we used data on primary reasons for visits, conversed with local tourism and
event specialists, and employed knowledge of statistics in other cities. We determined that
approximately 3.44 percent of King County tourists visit Seattle primarily because of the city’s
parks. This is a broad group that includes, for instance, a suburban day visitor to the Filipino
festival, an overnight traveler to Hempfest, and a family traveling to see Gas Works Park, boat
from Magnuson Park, and bike on the Burke-Gilman Trail.

The level of tourist spending ranges considerably, from the high level of overnight hotel guests to
the midlevel of overnighters staying with family and friends to the lower level of day visitors who
might only eat lunch or a snack and make fewer other purchases. We thus calculated that park-based
tourists who stayed overnight in hotels spent $51.8 million, those who stayed with friends and
family spent almost $22.5 million, and those who came for the day spent $11.4 million in 2009. We
then factored the sales tax rate for the city of Seattle— 3 percent for food and other purchases and
10 percent for hotel rooms.? For overnight visitors staying at a hotel, we assumed an average tax
rate of 6.5 percent, splitting the difference between the lodging tax and the sales tax on all other
purchases. The resulting tax revenue gain to the city came to $4.39 million in 2009.

In addition, since economists consider about 35 percent of every tourist dollar to be profit (the rest
of the income being pass-through to pay for expenses), the Seattle citizenry’s collective increase in
wealth from park-based tourism was just over $30 million.

Table 2. Tourism Value of Seattle Parks

Visitor spending attributable to parks

Spending of overnight visitors staying in hotels $51,875,200
Spending of overnight visitors staying with friends or relatives $22,497,600
Spending of day visitors $11,420,800
Total visitor spending $85,793,600
Profit to Seattle residents (35% of visitor spending attributable to parks) $30,027,760

Sales tax receipts attributable to parks

Sales tax receipts from overnight visitors staying in hotels (6.5% of spending) $3,371,888
Sales tax receipts from overnight visitors staying with friends or relatives (3% of $674,928
spending) !

Sales tax receipts from day visitors (3% of spending) $342,624
Total tax receipts $4,389,440

3The rest of the sales tax is collected by the State of Washington. Of course, a portion of state spending benefits the City of
Seattle, but determining that amount is beyond the scope of this study.
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3. DIReCT USE VALUE

Perhaps even more important than their indirect value for property and tourism, Seattle parks
provide huge direct benefit to residents: scores of playgrounds, nature trails in Discovery Park,
basketball and tennis courts in Jefferson Park, gyms in numerous community centers, the golf
course at Green Lake Park, the pickup Frisbee fields of Cal Anderson Park, and much more.
Economists call activities on these facilities “direct uses.”

Even though most direct uses in Seattle parks are free of charge, economists can still calculate
their value by determining the consumer’s “willingness to pay” for the recreation experience in the
private marketplace. In other words, if Seattle’s park system were not available, how much would
the resident (or “consumer”) pay for similar experiences in commercial venues? Thus, rather than
income, the direct use value represents the amount of money residents save by not having to pay
market rates to indulge in the many park activities they enjoy.

The data for quantifying the benefits
received by direct users stems from a
detailed, professionally conducted,
random-digit-dialed telephone survey
on park use of 600 Seattle residents.
The model used is the “unit day
value” method as documented in
Water Resources Council recreation
valuation procedures by the U.S.
Army Corps of Engineers. The unit
day value model counts park visits by
specific activity, assigning each
activity a dollar value. For example,
playing in a playground is worth $3.50
each time to each user. Running,
walking, or in-line skating on a park

The Burke-Gilman Trail. If Seattle residents didn’t have public access to park and trail is worth $4’ as1is playlng agame
trail amenities, they would have to spend millions of dollars to obtain these of tennis on a public court. For

benefits from the private marketplace. activities for which a fee is charged,

such as golf, using a weight room, or
playing league sports, only the “extra value” (if any) is assigned: that is, if a round of golf costs $20
on a public course and $80 on a private course, the direct use value of the public course would be
$60. Under the theory that the second and third repetitions of a park use in a given period are
slightly less valuable than the first use (i.e., the value to a child of visiting a playground the sixth
time in a week is somewhat lower than the first), we incorporated an estimated sliding scale of
diminishing returns for heavy park users. For example, playground value diminishes from $3.50 for
the first time to $2.25 for the sixth time in a week. We also estimated a seasonal length for different
park uses to take into account reduced participation at certain times of the year. (Although some
people are active in parks 365 days a year, we chose to be conservative and eliminated seasons with
low participation levels. Naturally, some activities such as using an indoor community center or
pool are year-round.)

Seattle Parks and Recreation
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The phone survey, which has an accuracy level of plus or minus 3 percent, revealed residents’ park
activities and the number of times residents engaged in each activity. Residents were asked to
answer for themselves; a representative proportion of adults with children under the age of 18
were also asked to respond for one of their children.+

The result of the Direct Use Calculator was $447,501,085 for 2010.

While it can be claimed that this very large number is not as “real” as the numbers for tax or
tourism revenue, it nevertheless has true meaning. Certainly, not all these activities would take
place if each had to be purchased, but Seattle residents are unquestionably getting pleasure and
satisfaction from their use of the parks. If they had to pay and if they consequently reduced some
of this use, they would be “poorer” from not doing some of the things they enjoy.

Table 3. Direct Use Value of Seattle Parks

Average value

Facility/activity Person-visits oer visit Value
General park use (playgrounds, trails, dog walking, 97 427 055 $1.95 $260718,966
picnicking, sitting, etc.) et : o
Sports facility uses (tennis, team sports, bicycling, 38515753 $3.38 $155 335,172
running, etc.) e : e
Special uses (fishing, kayaking, gardening, festivals, 4 648 049 $6.77 $31 446,947
concerts, attractions, etc.) ! ! ’ ! !
Total value of direct use of parks $447,501,085

*The survey covered only Seattle residents; the value from nonresident users is captured under tourism.
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4. HEALTH VALUE

There is increasing evidence from experts that obesity and physical inactivity have become a major
public health problem that has expensive economic consequences. A report released in August
2009 by the U.S. Centers for Disease Control and Prevention estimated that $147 billion in added
costs could be attributed to obesity the previous year. Experts have called for a more active
lifestyle, and research suggests that nearby parks, programming at playgrounds, and a walkable
urban environment can help people increase their level of physical activity. From the Burke-Gil-
man Trail, to the tennis courts in Jefferson Park, to the organized sports provided by the Associated
Recreation Council, parks and programs help residents become and stay healthier.

The Health Benefits Calculator measures the collective economic savings that Seattle residents
realized by their active use of parks. The key data input for determining medical cost savings is the
number of park users indulging in a sufficient amount of physical activity to make a difference.
The CDC defines this as at least 150 minutes of moderate activity or at least 75 minutes of vigorous
activity per week.

The same telephone survey that collected the direct use data (see page 10) also determined
residents’ physical activities and their frequency. The survey also identified older user respondents
by age since seniors typically incur two or more times the medical care costs of younger adults.

In order to modify the results to serve the health benefits study, low-heart-rate uses such as
picnicking, sitting, strolling, and birdwatching were eliminated. Also, all respondents who engaged
in strenuous activities fewer than three times per week were dropped as not being active enough

Y

Seattle Parks and Recreation

Rock climbing with the Outdoor Opportunities program. Parks improve their users’ health and reduce healthcare costs by providing a
venue for different types of outdoor exercise.
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for health benefit, in accordance with CDC guidelines. Likewise, for less vigorous activity,
respondents were not valued if they did not engage in activities at least four times per week.

Based on studies from seven different states, we assigned a value of $351 as the medical savings for
those who exercise regularly. For persons over the age of 65, that value has been doubled to $702.
The calculator then makes one additional computation, applying a small multiplier (0.95) to reflect
the fact that Washington medical care costs are 5 percent lower than those of the United States

as a whole.

In Seattle, we estimated that 179,061 residents —165,926 younger than 65 and 13,135 older than
65—engaged actively enough in parks to cut their health costs. The combined health savings due
to park use for 2010 was $64,087,756.

Table 4. Health Value of Seattle Parks

Adults younger than 65 years of age

Average annual medical care cost difference between active and inactive persons

younger than 65 years of age $351
Number of adults younger than 65 years of age physically active in parks* 165,926
Medical care cost savings subtotal $58,240,026
Adults 65 years of age and older

Average annual medical care cost difference between active and inactive persons 65 $702
years of age and older

Number of adults 65 years of age and older physically active in parks* 13,135
Medical care cost savings subtotal $9,220,770
Subtotals combined $67,460,796
Regional multiplier for medical care costs 0.95
Total annual value of medical care cost savings attributable to parks $64,087,756

*Calculations are based on adults engaging in moderate or vigorous activity as defined by the CDC.
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5. CoMmmuNITY COHESION VALUE

Along with schools, churches, and other social gathering spaces, parks are key sources of
community cohesion. Studies show that the institutions and places that make up this web of
human relationships can make a neighborhood stronger, safer, and more successful. This network,
for which urbanist Jane Jacobs coined the term “social capital,” is strengthened in some communi-
ties by parks. From playgrounds, sports fields, swimming pools, and ice skating rinks, to park
benches, chessboards, and flower gardens, parks offer opportunities for people of all ages to
communicate, compete, interact, learn, and grow. The acts of improving, renewing, or even saving
a park can build extraordinary levels of social capital in a neighborhood that may be suffering from
fear and alienation partially owing to the lack of safe public spaces. Groups such as the Seattle
Parks Foundation, the Friends of Seward Park, and the Cal Anderson Park Alliance have garnered
support for parks and gathered neighbors for their cause.

The economic value of social capital is
not entirely identifiable and is in some
ways priceless, but it is possible to tally
up a proxy based on real numbers— the
amount of time and money that residents
donate to their parks. Seattle has
thousands of park volunteers who do
everything from picking up trash and
pulling weeds to planting flowers, raising
playgrounds, teaching about the
environment, educating public officials,
and contributing dollars toward a

better city.

To arrive at the proxy number, we tallied pw
s 'olte

all the financial contributions made to Pelly Place. Parks are places where people come together. The economic

“friends ofparks” groups community value of this social capital can be measured in volunteer hours and the

h R ’ contributions of nonprofit groups.

park organizations, nonprofits, and

foundations in 2009, the most recent year available. We also included all the hours of volunteer

time donated directly to the city’s adopt-a-park and other volunteer programs as well as to park

organizations; we then multiplied the hours by the $20.85 value assigned to volunteerism in 2009

by the Washington, D.C.-based organization Independent Sector.

The result of the Community Cohesion calculation for the city of Seattle —financial contributions
plus the dollar value of people’s time —was $9,537,639.

Table 5. Community Cohesion Value of Seattle Parks

Dollars donated $2,212,992
Hours of time donated (51 organizations) 351,302
2009 value of a volunteer hour $20.85
Value of hours donated (line 2 times line 3) $7,324,647
Total community cohesion value $9,537,639
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6. STORMWATER RETENTION VALUE

Stormwater runoff is a significant problem in cities. When rain flows off roads, sidewalks, and
other impervious surfaces, it carries pollutants with it, causing significant ecological problems.

The lush parks of Seattle, from the trees of Ravenna Park to the large absorbent surfaces of
Discovery and Magnuson Parks, reduce stormwater management costs by capturing precipitation
and/or slowing its runoff. Large permeable surface areas allow precipitation to infiltrate and
recharge the groundwater. Also, vegetation provides considerable surface area that intercepts and
stores rainwater, allowing some to evaporate before it ever reaches the ground. In effect, urban
green spaces function like mini-storage reservoirs and are the original form of green infrastructure.

Our calculation
methodology compares
actual runoff with parks
against the theoretical
runoff that would occur if
there were no parks. To
determine the water
retention value of Seattle’s
parks, we compared the
perviousness of the entire
park system with the
perviousness of the more
built-up surrounding city as
awhole. The parks are
largely pervious, of
course, although they also
contain impervious
roadways, asphalt trails,
parking areas, buildings,
seatile Housing Aoty and hard courts.

High Point Pond. Parks are green infrastructure, filtering and absorbing stormwater otherwise
bound for the city’s gutters and sewer system. Next, we analyzed the

same data for the amount

of perviousness of the rest of Seattle—in other words, the city without its parkland. The pervious

land consists largely of residential front and backyards and private natural areas such as cemeteries,
institutional grounds, and office campuses. Naturally, the city as a whole has a higher percentage of
hardscape than its parks.

Third, we plugged in the amount and characteristics of rainfall for the city. Seattle receives just
under 39 inches of precipitation per year, largely in the form of fall-winter-spring drizzle.

The Western Research Station of the U.S. Forest Service in Davis, California, has developed a
sophisticated model to estimate the value of retained stormwater runoff due to vegetation. Inputs
to the model consist of geographic location, climate region, surface permeability index, park size,
land cover percentages, and types of vegetation. Using that, we compared the modeled runoff with
the hypothetical runoff that would leave the same acreage developed at the average density of Seattle
(i.e., with streets, rooftops, parking lots, etc.). In other words, how much more water would flow
off the land if Seattle had no parks? This number comes to 171,358,581 cubic feet of water per year.
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The final step is to calculate what it costs to manage stormwater using “hard” infrastructure (e.g.,
concrete pipes, sewers, large holding tanks, and the like). This is not a generally known number
and, in fact, is difficult to ascertain. Therefore, to obtain an estimate, we divided citywide spending
on stormwater facilities for 2009 by the total amount of water conveyed by the city’s system

(i.e., the rain falling on the developed areas of the city). This works out to a cost for stormwater
conveyance of $0.0135 per cubic foot.s

Thus, by knowing the stormwater retained by the parks and what the cost of treating that water
would have been, we obtained a total annual Stormwater Retention Value of $2.3 million for the
park system of Seattle.

Table 6. Stormwater Retention Value of Seattle Parks (Typical Year)

Typical year Inches Cubic feet
Rainfall 38.95 773,112,318
Runoff from parkland 170,915,287
Runoff from same acreage if there were no parks (theoretical) 342,273,869
Runoff reduction due to parks 171,358,581
Cost of treating stormwater (per cubic foot) $0.0135
Total savings from runoff reduction attributable from parks $2,313,341

>This is likely a low number because it does not fully account for the far greater initial costs of the system that have been paid off
since pipes were laid down.

¢We also obtained an alternative estimate from city stormwater staff using billing records. In 2009, the Seattle Parks and
Recreation Department was assessed $3.3 million in drainage fees based on the parkland's rate of imperviousness. However, if
parks had the same rate of imperviousness as the rest of the city, the department would have been assessed $7.3 million. The
rate structure thus implies a $4 million value to the runoff reduction of parks, an even higher estimate than ours.
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7. AIR PoLLUTION REMOVAL VALUE

Air pollution in cities can harm health and damage structures, creating both environmental and
economic problems. Human cardiovascular and respiratory systems can be affected with broad
consequences for health costs and productivity—something seen in the many urban-dwelling
children with asthma. In addition, acid deposition, smog, and ozone increase the need to clean,
repair, or repaint buildings, bridges, and other costly infrastructure.

With its cool, slightly dry summers and damp winters, Seattle is a place where vegetation abounds,
and the “urban green” of park trees and shrubs have the ability to remove air pollutants such as
nitrogen dioxide, sulfur dioxide, carbon monoxide, ozone, and some particulate matter. Leaves
absorb gases and particulates adhere to the plant surface.

The Northeast Research Station of the U.S. Forest Service in Syracuse, New York, has designed a
calculator to estimate air pollution removal by urban vegetation. This program, which is based on
the Forest Service’s earlier Urban Forest Effects (UFORE) model, is location-specific, taking into
account the air characteristics of the city of Seattle. Cities generate dissimilar results based not
only on numbers of trees but also on differences in ambient air quality.

Using aerial photography and computerized mapping, we obtained land cover information for all
of Seattle’s parks. (Seattle has numerous trees on private property as well as on streets, but this
study counts only the value of park trees.) We calculated that 48.1 percent of the city’s 5,468 acres
of parks—2,630 acres—are tree-covered.

Joe Mabel

Kobe Terrace. Vegetation in Seattle parks helps clear the air of pollutants.
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‘We then considered the pollutant flow through the area within a given time period (known as
pollutant flux), taking into account the concentration of pollutants and the velocity of deposition.
(The calculator uses 2000 Environmental Protection Agency hourly pollution concentration data.)
We also took into account the resistance of the tree canopy to the air, the behavior of different
types of trees and other vegetation, and seasonal leaf variation. We then multiplied the total
pollutant flux by tree-canopy coverage to estimate pollutant removal. Finally, we determined the
monetary value by multiplying by the median U.S. externality values for each pollutant. The
externality value refers to the amount it would otherwise cost to prevent a unit of that pollutant
from entering the atmosphere. For instance, the externality value of preventing the emission of
a short ton of carbon dioxide is $870; the externality value of the same amount of sulfur dioxide
is $1,500.

The result of the Air Quality Calculator for the park system of Seattle in 2010 was a savings of
$526,769.

Table 7. Air Pollution Removal Value of Seattle Parks

Carbon dioxide 7.61 $870 $6,624
Nitrogen dioxide 17.55 $6,127 $107,533
Ozone 38.76 $6,127 $237,502
Particulate matter 36.34 $4,091 $148,674
Sulfur dioxide 17.62 $1,500 $26,436
Total savings $526,769
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CONCLUSION

While reams of urban research have been carried out on the economics of housing, manufacturing,
retail, and even the arts, there has been until now no comprehensive study in Seattle on the worth
of the city’s park system. The Trust for Public Land believes that answering this question—How
much value does a city park system bring to a city? —can be profoundly helpful and useful. For the
first time, parks can be assigned the kind of numerical underpinning long associated with transporta-
tion, trade, housing, and other sectors. Urban analysts will be able to obtain a major piece of
missing information about how cities work and how parks fit into the equation. Housing propo-
nents and other urban constituencies will potentially be able to find a new ally in city park advo-
cates. And mayors, city councils, and chambers of commerce may uncover the solid, numerical
motivation to strategically acquire parkland in balance with community development projects.

Seattle would not be the Emerald City without its lush offerings of parks, parkways, and trails.
From Seward Park’s forest, to Discovery Park’s trails, to the development-enhancing power of
Lake Union Park, Seattle provides outstanding value to residents and visitors alike —and the city
reaps the benefits.

Research by economists Gerald Carlino and Albert Saiz has concluded that metropolitan areas rich
in amenities such as parks, historic sites, museums, and beaches have “disproportionately attracted
highly educated individuals and experienced faster housing price appreciation.” Additional research
and writing by academics such as Richard Florida and John Crompton have indicated that great
parks, trails, and recreational amenities are key ingredients to attracting talent and distinguishing
a city as good place to live.

This study has shown local benefits from Seattle’s parks on property values and taxes, increased
economic development and tax revenue from tourism, improved quality of life from publicly
available amenities, a healthier and more interconnected citizenry, and an enhanced ability to deal
with the environmental challenges of stormwater management and air pollution.

Determining the economic value of a city park system is a science still in its infancy. More research
and analysis are needed regarding park usership, park tourism, adjacent property transactions,
water runoff and retention, and other measures. In fact, every aspect of city parks—from design,
to management, to programming, to funding, to marketing—will benefit from much deeper investi-
gation and analysis. This study is offered as a mechanism to begin a conversation about the present
and future role of parks within the life—and economy— of Seattle.
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Victor Moses
1521 2nd Ave., Suite 2304
Seattle, WA 98101

Dear Mr. Moses:

At your request, we have performed an appraisal review of the Final Special Benefit/
Proportionate Assessment Study (Study) for the Waterfront Seattle Project (Waterfront Project)
Local Improvement District (LID). This review was conducted in accordance with Standard 3 of
the Uniform Standards of Professional Appraisal Practice (USPAP) for performing Appraisal
Reviews. These services comply with and are subject to the Code of Professional Ethics and
Standards of Professional Practice of the Appraisal Institute. A summary of the appraisal
reviewed and our conclusions are contained in this report.

The Study concludes that 6,238 properties within a defined LID boundary will benefit from LID
improvements that are part of the larger Waterfront Project. The Study provides opinion and
analysis that form the basis for the formation of the LID boundary area and then applies value
estimates for each of the 6,238 properties before and after completion of the Project.

This review provides an opinion of the appropriateness of the conclusions reached in the Study.
We consider the appropriateness of the LID boundary conclusions, the estimates of benefit to the
properties in the study, then a review of the value appropriateness before and after the Project for
the property that is the subject of this review.

Respectfully submitted,

Peter K. Shorett, MAI, CRE, FRICS
Certified General Real Estate Appraiser
WA License 1100389, exp 4/10/2021

Valuation Advisory Services
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Certification

| certify that, to the best of my knowledge and belief:

1) The statements of fact contained in this report are true and correct.

2) The reported analyses, opinions, and conclusions are limited only by the reported assumptions and
limiting conditions, and are our personal, impartial, and unbiased professional analyses, opinions,
and conclusions.

3) | have no present or prospective interest in the property that is the subject of this report, and no
personal interest with respect to the parties involved.

4) I have no bias with respect to the property that is the subject of this report or to the parties involved
with this assignment.

5) My engagement in this assignment was not contingent upon developing or reporting predetermined
results.

6) My compensation for completing this assignment is not contingent upon the development or

reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent
event directly related to the intended use of this appraisal.

7) My analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice.

8) Peter K. Shorett has not made a personal inspection of the property that is the subject of this report.

9) | have not previously appraised the property within the three years preceding our acceptance of this
engagement.

10) Jesse Baker provided significant real property appraisal assistance to the persons signing this
certification.

11) The reported analyses, opinions and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and Standards of
Professional Practice of the Appraisal Institute.

12) The use of this report is subject to the requirements of the Appraisal Institute relating to review by its
duly authorized representatives.

13) As of the date of this report, Peter K. Shorett have completed the continuing education program for
Designated Members of the Appraisal Institute.

Peter K. Shorett, MAI, CRE, FRICS
Certified General Real Estate Appraiser
WA License 1100389, exp 4/10/2021
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Limiting Conditions
Limiting conditions specific to this appraisal are as follows:

1) The appraiser has made no survey of the property and assume no responsibility in
connection with such matters. Any sketch or identified survey of the property included in
this report is only for the purpose of assisting the reader to visualize the property.

2) It is assumed that there are no hidden or unapparent conditions of the property, subsoil or
structures (including asbestos, soil contamination or unknown environmental factors) that
render it more or less valuable. No responsibility is assumed for such conditions or for
arranging the studies that may be required to discover them.

3) No responsibility is assumed for the legal description or for matters including legal or title
considerations.

4) The information identified in this report as being furnished by others is believed to be
reliable, but no warranty is given for its accuracy.

5) The appraiser is are not required to give testimony or attendance in court by reason of this
appraisal unless arrangements have previously been made.

6) The allocation of total value to land, buildings, or any fractional part or interest, if shown in
this report, is invalidated if used separately in conjunction with any other appraisal.

7) The appraiser is competent and qualified to perform the appraisal assignment.

8) Valuation Advisory Services is a subsidiary of Kidder Mathews, a full service commercial

real estate brokerage firm. On occasion, employees or agents of the firm have interests in
the property being appraised. When present, interests have been disclosed and the report
has been made absent of any influence from these parties.

RESTRICTION UPON DISCLOSURE & USE:

Disclosure of the contents of this appraisal report is governed by the By-Laws & Regulations of the
Appraisal Institute. Neither all nor any part of the contents of this report (especially any
conclusions as to value, the identity of the appraisers or the firm with which they are connected, or
any reference to the Appraisal Institute or to the MAI designation) shall be disseminated to the
public through advertising media, public relations media, news media, sales media or any other
public means of communication without the prior written consent and approval of the undersigned.
No part of this report or any of the conclusions may be included in any offering statement,
memorandum, prospectus or registration without the prior written consent of the appraiser.

Kidder Mathews
Valuation Advisory Services Page 4







Appraisal Review: Waterfront Seattle Project Special Benefit Study
KM Job A20-0228

Summary
Property Appraised Residential Condominium
in Study 1521 2" Avenue, Unit 2304
Seattle, WA

Study Prepared By  ABS Valuation
Robert J. Macaulay, MAI
2927 Colby Avenue, Suite 100
Everett, WA 98201

Study Reviewed By Peter K. Shorett, MAI, CRE, FRICS
Kidder Mathews
Valuation Advisory Services
601 Union St., Suite 4720
Seattle, WA 98101

Intended Users This appraisal review is prepared for you, City of Seattle Hearing
Examiner Ryan Vancil, the Seattle City Council members, and Robert J.
Macaulay, MAI, appraiser with ABS Valuation

Intended Use To be used in support of the property owners appeal of the Special Benefit
Assessment proposed to be levied against the property.

Purpose of the To determine the appropriateness of the conclusions reached in the Final
Assignment Special Benefit/Proportionate Assessment Study (Study) for the
Waterfront Seattle Project Local Improvement District (LID).

Date of Appraisal Prepared — November 18, 2019
Under Review Date of Value — October 1, 2019

Date of Reviewer’s Prepared — March 9, 2020
Opinion Date of Value — October 1, 2019

Extraordinary None
Assumptions or
Hypothetical

Conditions to this

Review
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Scope of the
Review

Value Conclusion of
Study Under
Review
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Appraisal Review: Waterfront Seattle Project Special Benefit Study
KM Job A20-0228

This is a review and critique of the value methodologies and conclusions
in the Study and the estimate of value increase for the property before and
after the LID improvements are in place.

The scope of work included a review of the Study, its Addendum, a
general inspection of properties within the LID boundary area, location
where the LID improvements will be made, additional research on the
case study examples used in the Study and interviews with market
participants in those markets.

The results of the review are contained in this report.

Value Special Benefit Value LID
APN Before % $ After  Assessment
253883 0850 $2,412,200 2.7%  $65,129 $2,477,329 $25,519
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Reviewer’s Conclusions

It is concluded that the assignment results in the Study are misleading and do not provide the
necessary evidence to provide credible opinions of property value increases before and after the
LID improvements are in place. The appraiser has failed to provide the proper support to conclude
that the LID improvements provide special benefits to the properties in the LID boundary area, in
contrast to the more common general benefits that park improvements typically create for the
benefit of the larger community and region.

The Study determines special benefits based on case studies that represent completely different
neighborhood settings. As explained in the attached exhibit, every case study considered was in a
significantly inferior condition before the project improvements were installed. Most are significant
urban renewal projects that have changed the landscape of surrounding neighborhoods and
communities, and dramatically changed the way locals and visitors interact with those
communities. Those case studies starkly contrast with the Seattle waterfront that even today, is a
very desirable community asset with views to the west towards the Puget Sound and the Olympic
Mountains. As part of the Viaduct removal, the City must restore the waterfront with roads,
sidewalks, landscaping and other streetscape improvements regardless of the LID improvements.
The LID improvements marginally add to what would already have been a very desirable property
condition before the improvements. The case studies contained in the Study illustrate benefits
received in those communities well beyond the level that the LID improvements will provide.

Further, the economic studies considered in the Study focus on the overall benefit of the projects
rather than the incremental impact such as the LID improvements provide. None fairly represent
incremental property value impacts such as those contemplated from the LID improvements. And
the results of the studies focus on benefits to a larger study area than those established in the LID
boundary area.

The estimated value increases are so small that it is virtually impossible to estimate at the level of
precision implied in the Study. The value increase estimates of 0.5% to 4.0% are below the
margin of error typically accepted within real estate appraisal practice.

The increase in value reported in the appraisal is not credible and is not reliable.
Attached to this review is Exhibit 1 that provides further support and explanation for these opinions.

The above opinion relates to how the Study fails to provide sufficient information to enable the
users of the appraisal to understand the report under USPAP Standards Rule 6-1 for the 6,238
properties within the LID Boundary area. The following provides a more detail analysis of how the
Study fails to support the opinions rendered in that report specific to the residential condominium
unit that is the subject of this review.

Kidder Mathews
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Standard 5 or the Uniform Standards of Professional Appraisal Practice (USPAP) speaks to the

development of a mass appraisal and states that “In developing a mass appraisal, an appraiser

must be aware of, understand, and correctly employ those recognized methods and techniques

necessary to produce and communicate credible mass appraisals.” Standard 6 guides how the

results are to be reported. It is my opinion that the appraiser has failed to provide the necessary
evidence to provide a credible appraisal.

USPAP Standards Rule 6-1 states that:
Each written report of a mass appraisal must:

(b) contain sufficient information to enable the intended users of the appraisal to understand the
report properly

The extent of research and projects used to formulate the appraisers opinions are described on
page 44 of the Study. It includes consideration of impacts on property values of and the
geographic radius of special probable benefit created by such projects of other properties around
the country, research of published studies and interviews with real estate brokers and appraisers in
many of the affected neighborhoods.

However, the appraisal states:

1. While aspects of the projects are discussed and used for comparison, none of the projects
are highly similar to the Waterfront Seattle Project LID (i.e., differences in view amenity,
specific improvements, neighborhood and parcel characteristics, etc.), and

2. Ongoing and proposed construction will have profound impacts on market value of
individual subject properties, the magnitude of such impacts, considering the current
strength of the local market demand, is the major influence on property values with
waterfront projects (the subject and others, including removal of the viaduct) contribution in
varying degrees.

These statements imply a low level of precision to the estimates in the Study. As stated in the
report, the projects considered are neither “highly similar” and are influenced by “external factors”
and impact the project element studied. These statements simply confirm that determining any
value increase from the LID Improvements beyond those that would have otherwise been in place
in the before condition is remote and speculative. Again, the appraiser fails to employ the most
relevant metric for determining special benefits for this specific property type — matched pair
analysis.

The Study considers six case studies in the report. However, none of the case examples are in
anyway similar to the nominal level of improvement that the LID Improvements provide above the
base condition assumed in the “before” condition.

Kidder Mathews
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The following explains why the case examples in the ABS report are not relevant for the study of
value increases from the LID Improvements.

Case Studies

None of the case studies offer comparison discussion or provide analysis specific to the value of
high-end residential condominium units, or for that matter, hotel properties along with most the
other property types within the LID Boundary Area. They simply fail to provide the necessary

support for the increase in value for a nominal change in condition from the LID Improvements.

Tom McCall Waterfront Park, Portland

This case study only references office and retail uses. The narrative states that interviews were
conducted with area brokers for residential, commercial and office uses, but the report only
comments on value influences for office and retail uses. There are no statements about how the
multifamily residential (apartments), residential condominium units or hospitality (hotel) markets are
affected. A statement on page 50 says research from CoStar shows a 16% increase in property
values, but the report fails to explain if this is for office, retail, or other property type, or for what
time period.

Further, there is no date stamp on the events and associate value increases reported in the Study.
It notes that renovation of the existing park began in 2003 and continued into 2011, a nine-year
time frame when economic conditions were changing rapidly. Itis not clear if the reported value
increases are related to the economic growth incurred leading to the great recession in late 2008,
or after it was named one of America’s greatest public spaces in late 2012 when the economy was
well underway with its economic rebound.

There is no compelling evidence in this case study, as reported, that residential condominium
values like the property being appraised would increase from the proposed LID Improvements.
The same is true for hotel properties.

Kidder Mathews has had an office overlooking the park for many years. Steven Klein, Executive
Vice President and Managing Director of the Portland office states: “In my opinion, having been in
the KM office directly across the street from the Park for 14 years and one block off for the past 2
years, | have seen no difference in activity in the park. The biggest benefit is a better view looking
east, and that’s about it. Over the last 2 years they have closed one of the two north bound lanes
of Naito Parkway and created a bike lane, which has frustrated many of the drivers who use NP to
get to those buildings closer to the park. Traffic gets pretty backed up at times. | really don’t see
much, if any, rent premium for buildings closer to the park. In fact, the space that we moved out of
in the Umpqua Plaza, directly across from the park, with exceptional view, sat vacant for two years
until it was just recently leased. Some would say that being located closer to the core downtown
area or the streetcar would be more of a benefit.”

Kidder Mathews
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Rose Kennedy Greenway, Boston

This is a completely different redevelopment scenario than the proposed LID Improvements. The
Rose Kennedy Greenway results from moving elevated Interstate 93 underground that opened 17
acres of what was a physical barrier separating East and West Boston. It is the byproduct of the
Big Dig, the underground tunnel megaproject completed in 2007 for over $8.08 billion.

Rose Kennedy Greenway, Boston MA Above, Before (left) and After (right)

This redevelopment opened the surface right of way that was turned into a 15-acre greenway with
substantial surface improvements for neighborhood connectivity. Improvements include water
attractions, beer and wine gardens, plants and landscapes, carousel and food trucks along with the
bike and walking trails. The difference before and after the project completion is substantial.

Kidder Mathews
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The Study does reference increases in residential values, which is not surprising given the
magnitude of this project compared with the minimal impact that the LID Improvements will provide
compared to the condition of the Seattle Waterfront without these improvements in place.

Hudson River Park, New York, NY

This land before the Hudson River Park is described on the internet as wasteland with warehouses
of no value demolished to make way for the Federal and State funded park. It was a complete
transformation of underutilized land into a thriving regional park. Construction of the park began in
the 1990’s and was complete over serval stages through the 2010’s.

Pier 25in 1984 Pier 25 Today

The park was improved with sports fields, mini golf, a carousel, a promenade, dog parks, play
areas, bike paths and other waterfront amenities. Like the Rose Kennedy Gardens Greenway, this
project is a dramatic change in land use and complete redevelopment of the area. It is such a
vastly more impactful project than the LID Improvements for the Seattle waterfront it spurred new
residential condominium construction.

Embarcadero, San Francisco, CA

The Embarcadero was destroyed during the 1989 Loma Prieta earthquake requiring demolition
and replacement transportation improvement alternatives as it was a main transportation link into
the City of San Francisco. Demolition of the ruined viaduct was completed by 1991 and a new
transportation grid and project improvements were completed in early 1990’s. This project was
developed by necessity, but the City did have input on it design and used the opportunity to better
a waterfront once separated by the elevated Embarcadero viaduct structure. It opened access to
the waterfront from the City along with desirable views east towards San Francisco Bay.

Kidder Mathews
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Ferry Building, San Francisco. Before Loma Prieta Earthquake and after.

The study appropriately states there were no special benefits to residential and retail properties
beyond 1 to 2 block radius from the expressway, the views east towards the Bay are still blocked
for those properties.

Millennium Park, Chicago, I

Like the Rose Kennedy Greenway and Hudson River Park, Millennium Park was a total
transformation of an underutilized large Former rail yard. The 24.5 acre former rail yard was
transformed into one of the most accessible and innovative public spaces. It was completed in
2004 for nearly $500 million paid through taxpayers and private donors. As the reader can see,
this is an extraordinary renovation not even close to the magnitude of the LID Improvements.

Kidder Mathews
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The citations in the Study indicate that the renovation resulted in new construction and housing
stock. It is also reported that “To be sure, some of the building would have occurred to the degree
and not with the speed it has”. And while the Study touts the economic benefit to the City of
Chicago, it only cites a study that measured increases in value from better views, not because of
the redevelopment project.

Southeast False Creek Conceptual Plan/Stanley Park, Vancouver B.C.

Much like the three previous case studies, the Southeast False Creek redevelopment is a complete
transformation of a neighborhood that far exceeds the scale of development contemplated for the
LID Improvements. The 80-acre site has been in redevelopment since the mid 1990’s and was the
site of the Vancouver 2010 Olympic and Paralympic Village. The photos below show a complete
transformation of the neighborhood from what was once underutilized industrial land.

Kidder Mathews
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The only real findings from these studies for multifamily projects are:
e Redevelopment of an under improved area will likely result in gentrification and new
residential construction.
e Premiums are paid for properties with superior view orientations and waterfront amenities.

The performance of this redevelopment project is not comparable to possible value increases
resulting from the LID Improvements.

Olympic Sculpture Park

The Study discusses this public improvement, which is about one half mile northwest of Pike Place
Market, and the location of the Overlook Walk. The Study talks about how the park was built on a
contaminated brownfield, that it is a locational amenity, remains a draw to occupants of multifamily
property, but is not a deciding factor in overall asking rental rates and vacancy percentages.
Absent the park and with the continued existence of an abandoned and hazardous industrial area,
it was the opinion of most brokers and managers that this would be a negative factor affecting
overall rental and vacancy rates. From the interviews, an aesthetically pleasing open space
amenity is perceived as a positive influence for the surrounding market area.

The condition of the surrounding properties to the Olympic Sculpture Park before and after are
really no different than the case studies examined above. Why there are no implied increase in
property values reported in the Study is not clear, maybe there are none. The impacts to
properties around this project are no different from in the other renovation examples.

Conclusion

There is no empirical evidence to support property value increases for high end, west facing,
residential condominium units from these case studies in the before and after condition assumed in
the Study. To do draw such a conclusion is misleading.

Economic Studies

2019 HR&A Economic Study

In Exhibit 1 to this appraisal review, the HR&A Economic Study analyzes the entire regional
waterfront project, including a geographical area far greater than the LID Boundaries used in the
Special Benefit Study. If further analyzes the project in its entirety, and does not differentiate
between the incremental difference between the “before” and "after” conditions assumed in the
ABS report. Therefore, the results of the report overstate the economic impacts to properties
because of the LID Improvements.

The ABS report errors in referencing that the enhanced waterfront has the potential to add 1.5
million new net visitors generating $191 million in annual visitor spending, among other statistics

Kidder Mathews
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noted in the report, without disclosing that this data is not specific to the LID Improvements and
that the actual impacts of these improvements were not within the scope of the HR&A Study.
Reliance on the HR&A report by ABS is misleading.

Crompton

Exhibit 1 to this appraisal review outlines the relevance (or lack thereof) of John L. Crompton’s
economic analysis 2001 (updated 2014) study entitled “The Impact of Parks on Property Values: A
Review of the Empirical Evidence” referenced on pages 45 — 47 of the ABS report on how it relates
to property values with and without nearby parks. The report fails to cite the actual study used in
the ABS analysis - “THE PROXIMATE PRINCIPLE: The Impacts of Parks, Open Space and Water
Features on Residential Property Values and the Property Tax Base”. This is the source for the
statistical data used in the ABS appraisal (PDF pages 19, 20 & 21).

It is important to understand that the results of the studies are specific to residential uses and does
not quantify or qualify the economic benefits for other property types such as office, hotel, retail,
special purpose or government use properties.

Further, the study measures the premium that people are willing to pay for a property located close
to parks and open space areas compared with a home that does not have this amenity. But it does
not measure the granular difference between what would already be considered a park like setting
of the Seattle Waterfront in the before condition to that with the LID improvements in place.

Last, the study determines the incremental amount of taxes that would be generated by each
property to pay the annual debt charges required to retire the bonds use to acquire and develop
the park. The purpose of the study has nothing to do with the assessment of special benefits.

From this study, ABS estimates that condominium values will increase by 5% within a 3 blocks of
the new amenities. However, this opinion implies a linear or straight-line benefit for these three
blocks. This contradicts the Crompton study results that show the most benefit is within the first
block immediately adjacent to the park, diminishing exponentially with distance to the amenity.

Crompton concludes that the area of proximate impact of a park should be limited to 500 feet
or three blocks. The empirical results suggest this is likely to capture most the premium from
small neighborhood parks and 75% of the premium from relatively large parks. The remaining
25% will dissipate over properties between 500 and 2,000 feet from the amenity as shown on
the graphic below (page 85).

Kidder Mathews
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The 1521 2" Avenue Condominiums are approximately 1,000 feet from the primary park
improvements or slightly more than three city blocks.
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Applying the principles of Crompton’s research for a large park adapted to Seattle city blocks and
incorporating the highest level of benefit estimated in the ABS report for a condominium (Four
Seasons at 3.42%) results in a 0.31% benefit for the property.
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The map and financial analysis presented was prepared by Victor Moses, appellant to the
Waterfront LID, Unit 2304 at 1521 2" Avenue, Seattle, WA. His research and analysis is attached
to this review as Exhibit 2. | have reviewed his work and concur with his analysis.

Even if one were to agree that the LID Improvements provided special benefit, which | don’t believe
has been adequately established, properly using the Crompton analysis would imply a benefit of
about 0.3% compared with the ABS report that estimates a value increase of 2.7%.

Using the value estimate in the ABS report, this would result in an LID assessment of:

Market Value Before LID Improvements $2,412,200
Special Benefit 0.3% $7,237
Market Value After LID Improvements $2,419,437
Assessment 39.2% $2,837

The Assessment shown above is for the cost of all the LID improvements. It includes no
adjustment the potential negative impact on value from the improvements made along the
Pike/Pine Corridor. Exhibit 1 to this appraisal review concludes these to be general street
beautification improvements, something the City of Seattle would otherwise be obligated to provide
as part of ongoing maintenance and regular upgrade initiatives. Mr. Moses provides his

Kidder Mathews
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perspective on the negative impact of these improvements in Exhibit 2. It is a more detailed
analysis, including increased pedestrian traffic on Pike/Pine nor the impact of changes to make
both of those streets “shared use” pedestrian between 15t and 2" Aves., separation of the
Pike/Pine Improvements and lack of tree maturity. These are not considered in the ABS report.

Kidder Mathews
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EXHIBIT 1 — ATTACHMENT TO APPRAISAL REVIEW

This attachment provides support for the opinions in the accompanying appraisal review. It is not
intended to be a standalone document and can only be used in conjunction with that appraisal
review report.

This letter provides a descriptive overview of the Waterfront Seattle Project (Project) proposed by
the City of Seattle and the appropriateness of the Special Benefit/Proportionate Assessment
Study (Study) prepared by ABS Valuation for assigning assessments to properties for partial
funding of the Project through a Local Improvement District (LID) special assessment.

Executive Summary

Following the removal of the Alaskan Way Viaduct, the City of Seattle plans to construct a park
promenade along the water, construct a new surface street along Alaskan Way, rebuild Pier 58
and Pier 62, build an elevated connection from Pike Place Market to the waterfront, and improve
east-west connections between downtown and Elliott Bay. The Project will be a $724M
investment planned for completion by 2024.

The City adopted the ordinance to create the formation of the LID for partial payment of the
Project. ABS Valuation prepared their Study with an October 1, 2019 date of value released to
the public on or about January 10, 2020. The Study estimates the before and after value of
property within a defined LID boundary area. The report includes 6,238 properties within the LID
boundary and concludes a value increase because of the Project equal to $447M. The City has
allocated $175.5M of the Project cost to these properties through the formation of the LID.

A LID is an unusual funding mechanism, especially for a project of this magnitude. The last major
LID formed in the region was for the South Lake Union Streetcar in 2007. Funding for the park
projects noted in the Study and accompanying reports was from tax incremental financing,
transportation funds, City, State or Federal funds and grants, public, private, or philanthropy.
None were funded with a LID.

It is important to understand the property conditions before and after the LID improvements that
the Study is attempting to value. The Project is a component of a larger effort to restore the
Seattle waterfront following the removal of the Alaskan Way Viaduct. As part of its removal, the
City must restore the waterfront with roads, sidewalks, landscaping and other streetscape
improvements to current design standards regardless of the LID improvements. The LID
improvements add on to a project that is already schedule for construction.

Up to the release of the Study, the condition of the property before the LID improvements was
largely unknown because the City had not prepared drawings and exhibits showing the difference
in the property before and after with the LID improvements in place. These conditions were just
provided as an addendum to the Study and help explain the marginal difference between the
property condition before and after the LID improvements.
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From this, the Study attempts to determine the value increase from these LID improvements for a
very large grouping of properties from what would already have been a very desirable property
condition without the LID improvements.

It is our conclusion that the assignment results in the Study are misleading and do not provide the
necessary evidence to provide credible opinions of property value increases before and after the
LID improvements are in place.

1. The difference in the property condition before and after the LID improvements are in
place is overstated.

2. The LID improvements provide a general, not special benefit. There is insufficient

evidence in the Study to conclude that the LID improvements provide special benefits to

the properties in the LID boundary.

The LID boundary area is too large.

4. The value increase from the LID related improvements opined in the Study of 4% or less

is within a margin of error for mass appraisals, and therefore is remote and speculative.

There is inequitable analysis between property types and uses.

Many values are overstated.

7. The Study relies on a report prepared by HR&A Advisors that fails to consider the
economic impacts if the LID improvements were not funded.

w

o o

1. Difference in the Before and After Condition

The Study gives the impression that the LID improvements will transform the Project to a greater
level of improvement than will actually be realized.

The LID improvements will convert public space to a dedicated park, but it does not bring better
connectivity to Pioneer Square, north towards Colman Dock and the retail piers (54 through 57) to
Union Street. Those connections already exist.

The Study states: “... With the LID project completed, accessibility to the waterfront from nearby

areas including the Pike Place Market, downtown business district and Pioneer Square will vastly
improve. On an overall basis, referring the economic studies and rating system discussed herein,
the waterfront area in general improves from a subjective quality rating of average in the “before”

scenario to excellent with the LID project completed.”

The Overlook Walk will provide a grand entrance from the Market to the waterfront, but for
decades, tourists and visitors have found their way to the waterfront. Access to the waterfront
from downtown Seattle will improve near Pike Place Market in the after condition, but the
improvement is not such that it creates a special benefit.

Properties around the Project will still enjoy the spectacular views west towards Puget Sound, the
Olympic Mountains to the south towards Mount Rainer, some of the many reasons visitors are
attracted to Seattle. Adding the LID improvements marginally enhances that experience above
and beyond what would be in place without the LID improvements. Even today, with all the
construction from the removal of the Alaskan Way Viaduct, Sea Wall replacement and
Washington State Ferry Terminal construction, the waterfront remains an active and vibrant
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tourist destination. There is no market evidence in the report that waterfront access would
change from average to excellent because of the LID improvements.

There are too many other amenities in the region attracting tourism to suggest that the LID
improvements singularly will cause property values to increase. Seattle is already blessed with
attractions like the Pike Place Market, Pioneer Square, International District, Seattle Center,
Space Needle, Chihuly Garden and Glass, Seattle Monorail, Seattle Art Museum, Washington
State Ferries, the Great Wheel, T-Mobile Park, CenturyLink Field, Hiram Chittenden Locks,
Discovery and Myrtle Edwards Parks. There is competition for tourist dollars from these area
attractions. It’s virtually impossible to identify a percentage of value increase from the LID
improvements, and to conclude that the LID improvements will substantively change visitor
preferences is remote and speculative.

There are consequences from the LID improvements not considered in the report, such as losing
street parking. The renderings show a loss of at least 60 parking stalls along Alaskan Way in a
market already short of parking. Also not considered are the impacts to properties where tree
density will increase, and views will be lost from the lower level of some buildings.

The Study also ignores the impacts for development not expected to be completed until
2023/2024. Work will be ongoing including the completion of Pier 62, construction of a new
pedestrian bridge, stairs and an elevator on Union Street from Western Avenue to Alaskan Way.
In 2021, the Overlook Walk, a main park promenade along the water and piers with a bike bath, a
new park on Pier 58 and additional connections to Colman Dock will be built. The new Seattle
Aquarium Ocean Pavilion will not be completed until 2024. The Study also ignores the
uncertainty of completing a five-year project on time, nor does it consider changes in project
scope or cost overruns, real elements in any development the magnitude of the Project.

It also ignores the impacts of construction over the next five years in its analysis. The
construction along the waterfront has been disruptive and has negatively affected property value.
Retail sales are down and will expect to be soft during project construction.

The following exhibits present a better visual of the difference before and after the LID
improvements. The most impactful consist of the Promenade, Pier 58 decking, Union Street
Staircase and Overlook Walk. While the LID improvements create a more park like setting, the
condition of the roads, bike trails, landscaping and streetscape after completion is marginally
improved from the condition before. The reader can see the marginal increase in property
condition that visitors will experience because of the LID improvements.
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After

The area along Elliott Bay stretching from about Pine Street south to Dearborn Street will add
landscaping, pedestrian corridors, bike paths, and park elements (benches, artwork, etc.).
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Before

After
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Pier 58

Waterfront Park is improved with a boardwalk & a pair of sculptures, plus views of the skyline &
ships in dry-dock. There is a mix of plantings, public gathering areas and concrete amphitheater,
fountain and seating areas.

Before
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After

The LID improvements will create a larger platform with children’s play area and raised lawn area.
The possible bathroom would not be funded by the LID.
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Union Street Pedestrian Extension

Present access from downtown Seattle is along a staircase leading down from the Four Seasons
Hotel, to another staircase from Western Avenue to Alaskan Way.

Before
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After

Improvements will include a new staircase, pedestrian areas, benches and artwork.
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Overlook Walk

Current access to the waterfront from the Pike Place Market is the Pike Street Hill Climb, a series
of steps or by elevators from the Skybridge to the Market Garage. These access points remain
unchanged in the after condition.

Before and After
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The rendering for the property in the before condition after the Alaskan Way realignment is shown
below. The Pike Street Hill Climb and Skybridge/Market Garage elevators would remain as the
primary points of access to and from the market. The rendering is a little misleading because it
does not include the new $113M Seattle Aquarium pavilion in the before condition. The Project
will include $34M in already identified City of Seattle funding as part of the Project outside of the
LID improvement cost. The remaining costs will be funded by $60M in private donations and
$19M from King County, Washington State and Federal sources. It is expected to be completed
by 2024. The rendering shows a “no aquarium” alternative when in reality, it should be in place
around the time the LID improvements are completed.

AQUARIUM
EXPANSION AREA

kidder.com







. Kidder
Mathews

Page 14 of 25

After

The Overlook Walk is the most significant improvement of the project. A pedestrian bridge and
landscaped public space will cross over the Elliott Way surface street. It will include substantial
public open space connecting the north end of the Pike Place Market with the waterfront. The
Pike Street Hill Climb and Skybridge elevators are still in place in the after condition, and the
aquarium improvements are shown as completed.
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2. General versus Special Benefits

General benefits are easy to recognize such as an improved system of highways, or regional
airport or new ferry terminal, since everybody in a community benefits from that improvement.
General benefits are those that accrue to an entire neighborhood, community or region.

Special benefits are more difficult to define. They add value to a property because of a specific
improvement as distinguished from those enjoyed by the public. Special benefits are easy to
recognize when there is an actual physical improvement to a property, such as when water or
sewer lines are installed, or a storm water retention system to keep a property from flooding is
added, or a new freeway off-ramp serving an area once distant from freeway access is built. The
benefit must result directly, uniquely and specifically from the public project to individual parcels.

The Study fails to properly determine that the LID improvements create special benefits to the
properties within the LID boundary area. The case examples in the Study provide only anecdotal
information about the project’s general benefits. It does not employ a traditional “matched pair”
analysis that would provide discrete value increase metrics from sale transactions for properties
near these projects compared with those removed from the project influence. The proper
measure of benefit is to compare like property transactions with and without the variable that is
the project.

Moreover, the value increases noted in case studies contained in the report are not reflective of
conditions even close to the LID improvement component of the project and are misleading.
Virtually every case example cited in the Study are substantially more impactful than the LID
improvement project. The High Line in New York City, for example, was an abandoned and
unused elevated railroad that was a barrier and blight to the adjoining properties. The project
improvements were so substantial, that it is now one of the more noted gentrification initiatives in
the country. The Rose Kennedy Greenway in Boston also brought a major change to the area.
The surface interstate highway was put underground and converted to a regional park. Not only
had the interstate generated noise, it had posed a physical barrier that separated neighborhoods,
whereas the project eliminated the noise and allowed for recreation and walking between
neighborhoods.

We researched the case studies cited in both the Study and referenced HR&A reports. The
changes in the condition before and after were so substantial that they dwarf the difference
between the condition of the property before and after the LID improvements, and are not
credible sources for opinions of value. Examples of the case studies used in the Study are
discussed below.
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Tom McCall Waterfront Park, Portland OR

Before

The original 37-acre park was completed in 1984. The park was doubled in size following its
southern expansion in 1999, resulting in a public space that spans about 1.5 miles on the west
side of Willamette River. While the park offered water views, the park itself and the immediate
neighborhoods adjacent to the park, and extending north and south from Burnside, were
considered unsafe and not attractive. Upgrades were needed to the seawall. Public events such
as the Saturday Market and the Portland Blues Festival were established.

After

Redevelopment of the park was completed in 2011. The primary arterial, Naito Parkway, was
reconfigured and overall improvements to the park included new pathways, public gardens,
fountain upgrades, and construction of three plazas for events. Salmon Springs Plaza on the
north end allowed for the expansion of the Saturday Market. A waterfront esplanade extends the
full length of the park from RiverPlace Hotel on the south end to the Japanese-American
Historical Plaza on the north. Coinciding with park renovation were new housing development
projects (The Yards) and upgrades to trees, sidewalks, and signage on adjacent access streets.
Perception has changed from unsafe and limited upside to a marketable destination. While these
improvements are superior to the condition of the property before, it's not clear that values have
increased because of them.

Rose Kennedy Greenway, Boston MA

Before

Elevated JFK Expressway separated the east and west portions of town for 1.5 miles. Downtown
was disconnected from the Waterfront. The expressway was demolished and 1-93 was relocated
underground following the Big Dig that started in 1991. The result was a cleared, graded site, with
gravel and no enhancement factor, but the neighborhoods were at least connected.

After

Independent non-profit, The Greenway Conservancy was established in 2004 to guide
development and raise funds via endowment. The 17-acre park opened in October 2008 and can
be best described as a linear park that spans over one mile across several Downtown Boston
neighborhoods (Chinatown, Fi-Di, Waterfront, and Northend). Only a small eastern portion of the
park has waterfront view or access; however, the park did connect Downtown with the Waterfront.
Park features include gardens, promenade, sculptures, seating, trees, and greenspace. In 2008,
State Legislation established a 50/50 Public-Private-Partnership (PPP), with Greenway
Conservancy being appointed steward and operator in 2009. A new agreement was announced
in 2017 dictating operational financing. The breakdown includes State/City 20%, New Greenway
Business Improvement District (BID) 20%, and Greenway Conservancy 60% generated through
private donations.
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Hudson River Park, New York NY

Before
500+ acres of West Manhattan with water view but considered as wasteland.

After

After 30 years of planning, Friends of Hudson River Park were behind the effort to redevelop.
Completed in the early 2000s, this project led to the complete redevelopment of the
neighborhood. Park features included sports fields, recreation, walking and bike paths, waterfront
promenade, and other amenities. Dramatic change in land use, private investment, and politics
were required to make this project so. The project magnitude was well beyond the Seattle
project.

The Embarcadero, San Francisco, CA

Before

Post-Earthquake (1989), the city demolished the highway in 1991. The Bayfront was
disconnected from Downtown San Francisco and considered under-utilized. This area of San
Francisco was considered an industrial service corridor.

After

Complete transformation; however the park project coincided with demolition opening once
blocked waterfront view. This was around the time of the economic boom associated with the
1990’s economy and Dot-Com era. All work was completed by early 2000’s. City streets
connected to the Embarcadero, a boulevard that runs along the waterfront, and sidewalks offered
immediate waterfront and park access. Led to easier access to southern bay front and
redevelopment of SOMA, (south of market), AT&T Park, and the new Arena, etc. Thisis a
dramatically different level of improvement than those that will be realized from the LID
improvements.

Millennium Park, Chicago Il

Before
Existing Grant Park and location in between downtown and major highway. This area was home
to the lllinois Central rail yards, parking lots, and vacant underutilized land.

After

The rail yard was converted to one of the world’s largest green roofs. New park features include
significant green space, major art installations such as the Bean, skating rink, pedestrian bridge,
theatre, promenade, and an outdoor auditorium. The park is operated by the Chicago
Department of Cultural Affairs and managed by MB Real Estate. The total cost of the park was
$475MM, equating to three times its original $150MM budget; however, it has become the
number one tourist attraction in the Midwest, as of 2015.
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False Creek Viaduct Replacement, Vancouver BC

Before

The Southeast False Creek project is the third and final segment of the waterfront revitalization
plan. The City owned 80-acre area has historically been industrial with significant areas of
undeveloped land. It is also the location of the aging Georgia and Dunsmuir Viaducts.

After

The City plans to demolish the viaducts and through private and public funding rezone and
designate the entire area for redevelopment including new road infrastructure, opens space and
development sites. There will be defined districts — Events and Entertainment District, Park
District and Main Street District, each with development expected to provide the development of
several million square feet of office and hundreds of multifamily housing, along with supporting
retail uses. This redevelopment will have a dramatically different scale of impact to property
values when compared with the LID improvement component of the larger Project.

High Line, New York City, NY

Before

Elevated rail infrastructure built in 1930’s. The southern section was demolished in the 1960'’s,
with last portion of demo in 1991. Remaining section spans from Meatpacking District, extending
north through West Chelsea. Abandoned warehouses, lots of graffiti and area considered an
eyesore. By 2006, an area of West Chelsea was rezoned to a special district to accommodate a
public park. CSX, a supplier of rail-based freight transportation in North America, donated the
right-of-way and infrastructure in 2005. Ground broke in 2006, first segment opened in 2009. In
2012, the second segment was completed (20th - 30th) and zoning changes were approved to
allow the third segment to open in 2014 (30th - 40th).

After

The completed product is a 1.45-mile long greenway maintained and operated through a
public/private partnership between Friends of the Highline and NYC. The space is considered a
tourist destination. In addition, the High Line is used to support many public programs including
teen-engagement, art, and performance.

From an economic standpoint, real estate values near the park were driven up by speculators
during the planning and development phases. The park is now an anchor and tourist attraction in
the West Chelsea and Meatpacking Districts. Property values and retail/condo markets have
experienced significant positive benefits.

According to Friends of the High Line co-founder Robert Hammond, the High Line “gets too much
credit and too much blame” for the redevelopment of West Chelsea. The park development
coincided with the rezoning of West Chelsea, with no affordable housing mandates. This led to
gentrification and outpricing of the local community, including art galleries and businesses, due to
people moving in from Manhattan. These issues led to an extended debate over income
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inequality etc. Many cities have followed and completed or proposed elevated parks due to the
overall positive impact of the High Line (Jersey City, Chicago, Philly).

Buffalo Bayou Park, Houston TX

Before
Buffalo Bayou Promenade was completed in 2006, establishing a 23-acre recreation area with
1.4 miles of hiking and biking trails that connects from West of Downtown to the Theater District.

After

Buffalo Bayou Park was completed in 2015 and established the new park immediately west of the
promenade. This project added 160 acres of new parkland stretching 2.3 miles. Park features
include a dog park, greenspace, gardens, restaurants, and an art space. Since 2015, this area
has experienced three significant flood events. In 2017, Hurricane Harvey caused devastation
and significant damages to property in the adjacent neighborhoods.

Atlanta Beltline, Atlanta Georgia, GA

Before

Vacant land including parking lots, demolished buildings or what remained of old foundations,
vacant land, crime, and considered an eye sore. Some trails (The Westside Trail) and bridges
that spanned the topography.

After

Partnership formed in 2005 to transform the area into a destination. First portion opened in 2012,
with completion in 2014. The completed park offers a major pedestrian path for walking, running,
and biking, and trails that connect to other areas of the city. Notably, the Eastside Trail extension
broke ground in 2016 and was completed in 2017, which connected two disconnected railways.
Funding sources for this portion included a $3MM Woodruff Foundation grant, Beltline Tax
Allocation District, The Kendeda Fund, and Waterfall Foundation. The redevelopment of this area
has resulted in significant multifamily development around the trails and recreation space,
including the “Edge” project near the new proposed Edgewood Avenue Bridge, which is to be
added following the project. This project essentially is continuous.

11th Street Bridge, Washington DC

Before:
Existing 11th Street Bridges. Construction began in 2009 on replacement bridges, new ramps,
and interchanges. Phase 1 completed in 2013; Phase Il completed in 2015.
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After:

Breaking ground in 2021, the elevated park is proposed for construction atop the existing piers of
the former 11th Street Bridge. This project is designed after the High Line in NYC. The finalized
product will include art and performance spaces, recreation areas, plazas, urban farming plots, an
amphitheater, and greenspace. The completed park will help connect Wards 7 and 8 to the rest
of the city. Much of the hype is over the bridge design of the superstructure. Other issues have
arisen over potential gentrification.

Willoughby Plaza, New York City NY

Before

Vacant land owned by Marriott. There was significant traffic congestion near Downtown Brooklyn
and the Brooklyn Bridge. The project area included an active use shared pedestrian/bike/vehicle
street, parking lot underutilized vacant land.

After

Land was donated by Marriott as part of the renovation to their south tower completed in 2013.
Street access was eliminated and this area designated an outdoor plaza. Marriott retains the
ability to use the space as additional function space. Pedestrian traffic and access increased.
Storefront retail businesses and restaurants saw positive impact. There was no revenue impact
to Marriott from the project.

3. LID Boundary Area

There is no justifiable basis or support for the LID boundary areas as they have been determined.
The primary improvements of the Project will be along the waterfront and near Pike Place Market,
not away from the water. LID improvements, as identified by the City of Seattle, extend up the
Pike/Pine corridor, and from Alaskan Way into Pioneer Square. But these improvements appear
to be more of an improvement program to neglected streets, not part of the larger LID project.

It is unreasonable to conclude that properties in the north end of the boundary area will receive
any benefit from the LID improvements. On the south end, neither T-Mobile Park (Mariners) nor
Century Link Field (Seahawks & Sounders) will ever realize an increase in value from any part of
the Project, let alone the LID improvements. Stadiums like these are bound to contracts that will
not allow the property value to increase. The Seahawks games sell out every year, and fans will
not pay more for a ticket or be drawn to the area because of these improvements.

Even if one were to accept there are special benefits, they would only accrue to properties closest
to the Promenade and Overlook walk. However, the Study fails to provide sufficient evidence that
even those properties would receive any special benefit from the LID improvements. The
formation of the LID boundary in the study is arbitrary with the incremental value increase along
boundaries so nominal that their inclusion to the study is well beyond the margin of error in
rounding.
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4. Inequitable Analysis

The property uses within the LID boundary area are diverse and the Study fails to provide
equitable value allocations. Vacant redevelopment site values are significantly lower than
improved property value estimates passing the assessment burden to these higher value
properties. This creates inequities on how the assessments are allocated as shown in three
examples presented below. The sites should instead be analyzed on the common denominator
of assessment per sq ft of land area.

The first example of the inequitable valuations is two nearly identical sites between Alaskan Way
and Western Ave. Cyrene Apartments is a recently completed 17-story mid-rise apartment
complex along the better part of the Seattle waterfront. One block south is a redevelopment site
with nearly identical site characteristics that could be developed with a similar mid-rise apartment
complex. The difference between the values and assessment allocation between the two
properties is substantial. The improved property will be burdened with an assessment of
$932,361 or over four times the assessment of the development site.

Land Value Value Value $/SF
Example #1 SF Zoning Before After Increase Assessment Land
Cyrene Apartments 15,413 DMC 170 $101,209,000 $104,242,000 $3,033,000 3.0% $1,188,396 $77.10
50 University
7666202450

Surface Parking 14,156 DMC 170  $18,757,000 $19,413,000 $656,000 3.5% $257,035 $18.16
1101 Western Ave
7666202506

The next example is for property in the northern portion of the LID boundary area. The Amazon
Office property is an older but functional 7-story office building. Directly across the street are
three parcels that combine for the equivalent of a similar sized redevelopment site. The
assessment for the Amazon Office property is three times that of the development site.

Land Value Value Value $/SF
Example #2 SF Zoning Before After Increase Assessment Land
Amazon Office 42,360 DMC 340/ $127,103,000 $127,303,000 $200,000 0.16% $78,364 $1.85
1903 Terry Ave 290-400
0660001255
Development Site 13,334 DMC 340/ $21,334,000 $21,356,000 $22,000 0.1% $8,620
1906 Terry Ave to 14,160  290-400 22,656,000 22,679,000 23,000 0.1% 9,012
1001 Virgina St 14,160 22,656,000 22,679,000 23,000 0.1% 9,012
0660001512, 25,30 41,654 $66,646,000 $66,714,000 $68,000 $26,644 $0.64

The last example is the comparison of sites closer to the downtown core where the highest
densities are allowed. The 27-story Olivian Apartments were built about 10 years ago.
Immediately south are two nearly identical parcels, one interior and the other a corner lot. A
comparison of these properties show that the Olivian Apartments are burdened with an
assessment nearly four times that of the two redevelopment sites.
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Land Value Value Value $/SF
Example #3 SF Zoning Before After Increase Assessment Land
Olivian Apartments 13,160 DOC2 500/ $160,493,000 $161,295,000 ($802,000) 0.5%  $314,241 $23.88
809 Olive Way 300-550
0660000835

Old Bldg/Surface Pkg 14,160 DOC2 500/ $25,488,000 $25,679,000 ($191,000) 0.75% $74,838 $5.29
1618 8th Ave
0660000820

Surface Parking 13,200 300-550  $23,976,000 $24,156,000 ($180,000) 0.75% $70,528 $5.34
802 Pine St
0660000804

It is very apparent there is a disparity between how the study has treated properties already
improved with those that will likely be developed in the near term. There is an inequitable
allocation of the LID assessment. The owner of the development site will enjoy a significant
value advantage into perpetuity compared with the owner of the improved property.

Moreover, there are no latecomer fee provisions in the analysis. These are often used to help
reimburse the agency or funding source for the cost of a development. They are very common in
utility infrastructure improvements. It allows the property owner to defer the cost of paying for the
improvement to when the benefit is actually realized.

An alternative and more equitable value allocation approach would have been to measure the
value increase based on the underlying land value, a common denominator for all properties in
the LID boundary area. Under that approach, it is doubtful that the Study would conclude that
there are value increases due to the LID improvements anywhere near the $447M conclusion in
the report.

5. Mass Appraisal Margin of Error

The value increase from the LID related improvements opined in the Study of 4% or less is within
a margin of error for mass appraisals. ABS Appraisal includes 6,238 properties in their study
area with a before value of $56,359,239,000. The overall increase in value of all the properties is
$447,908,000 or an overall increase of less than 0.8%. The estimated value increases fall within
the standard margin of error not only for a mass appraisal, but also for a single property being
valued by appraisers armed with all the necessary data not using mass appraisal techniques. It's
simply impossible to adjust changes in property values with this level of precision. There are so
many impactful elements requiring adjustment such as building age, location or site
characteristics that would overwhelm and more than offset the implied value increases estimated
in the Study. Determining such small value increases with this level of precision is simply
impossible in the realm of traditional appraisal practice. The increases in value estimated in the
appraisal are so small they are remote and speculative.

6. Values are overstated

We analyzed about a dozen hotel properties in the Study area. The properties are overvalued,
some by as much as almost 100%.

There are other examples where the Study fails to consider certain deed restrictions, or title
encumbrances. We know of a site that has a small commercial building in the downtown core
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that has sold the development rights thus preventing development, yet the property was valued
much higher as a redevelopment site. There is another property along Pine St. valued as a
redevelopment site, apparently with no development restrictions. However, it is above the Sound
Transit light rail tunnel. That prohibits excavation for below grade and requires extraordinary
foundation construction that will limit development height to somewhere around ten stories, well
below the site’s maximum development potential of up to 550 feet, which was used in the Study.

These omissions bring question to the reliability of the other property value conclusions in the
Study.

7. Economic Studies

The Study relies on three economic studies as support of property value increases because of
the LID improvements. These include an updated study “Beyond Real Estate Increment: The
Value of the Central Seattle Waterfront” prepared by HR&A Advisors, “The Impact of Parks on
Property Values: A Review of the Empirical Evidence” study by the Department of Recreation,
Park and Tourism Sciences at Texas A & M University”, and “The Economic Benefits of
Sustainable Streets” published in 2014 by the New York City Department of Transportation.

The first study explains the economic, fiscal and community benefits of the waterfront project.
The study focuses on the larger waterfront Project and does not differentiate between the larger
Project and the incremental value increase associated with or without the LID improvements. It
simply is a study discussing the economic benefits from the Project. It also confirms that the
improvements in their entirety reflect general benefits to the community and region, not special
benefits by citing a $1.1B one-time economic impact because of the construction of the Project,
$288M ongoing economic impact, 2,385 permanent jobs and $10M in ongoing local taxes. These
accrue to the community and region, and are general, not special benefits.

The second study compares neighborhoods with and without a park, a more definitive distinction
than the Study is trying to identify. The primary focus of this second study is to measure
increases in sales revenue resulting from these new park projects. While it also considers other
elements such as storm water runoff, air quality and health benefits, there is no documentation
that these benefits directly lead to increases in property values. Further, the study additionally
appears to imply these benefits accrue to the larger community rather than properties specifically
adjacent to the park. This is support that the benefits generated from these park improvements
are general, not special benefits.

The last study considered focuses on road improvements or street beautification projects in New
York. The study compares unwelcoming, traffic-dominated corridors to safer, more attractive
public spaces that better accommodate all users. The study focuses on safety, access/mobility,
economic vitality, public health, environmental quality and livability/quality of life. The economic
component is based on full availability of retail sales tax filings, limited data on commercial leases
and rents, along with data on assessed market values. It is not based on real estate transactions
and market sales. And while the results imply general increases in retail sales, it does not
substantiate that this directly results in increases in property value. Again, there is no support
that these result in special benefits, and in fact they are general benéefits.







Kidder

Mathews
Page 25 of 25
8. Summary

As stated in the accompanying appraisal review, it is our conclusion that the assignment results in
the Study are misleading and do not provide the necessary evidence to provide credible opinions
of property value increases before and after the LID improvements are in place. The appraiser
has failed to provide the proper support to conclude that the LID improvements provide special
benefits to the properties in the LID boundary area, in contrast to the more common general
benefits that park improvements typically create for the larger community and region.

The Study determines special benefits based on case studies that represent completely different
neighborhood settings. As explained in the attached exhibit, every case study considered was in
a significantly inferior condition before the project improvements were installed. Most are
significant urban renewal projects that have changed the landscape of surrounding
neighborhoods and communities. This contrasts the Seattle waterfront that even today, is a very
desirable community asset with views to the west towards the Puget Sound and the Olympic
Mountains. As part of the Viaduct removal, the City must restore the waterfront with roads,
sidewalks, landscaping and other streetscape improvements regardless of the LID improvements.
The LID improvements marginally add to what would already have been a very desirable property
condition before the improvements. The case studies in the Study starkly contrast with the level
of benefit that the LID improvements will provide.

Further, the economic studies considered in the Study focus on the overall benefit of the project
rather than the incremental impact that the LID improvements provide. None represent a fair
representation of incremental property value impacts as it relates to those contemplated from the
LID improvements. And the studies focus on benefits to a larger study area than those
established in the LID boundary area.

The estimate of value increases are so small it is virtually impossible to estimate at the level of

precision implied in the Study. The value increase estimates of 0.5% to 4.0% are below the
margin of error typically accepted within real estate appraisal practice.
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Exhibit 2

Provided by Client

Crompton Model (Crompton 2004, pp 19-21)

1. The area of proximate impact of a park should be limited to 500 feet or three blocks. The
empirical results suggest this is likely to capture almost all the premium from small neighborhood
parks and 75% of the premium from relatively large parks. The remaining 25% is likely to be
dissipated over properties between 500 and 2000 feet. Disregarding this will lead to an
underestimate of the proximate impact of large parks which may be substantial because while the
premiums at these distances are relatively low, the number of properties within these parameters
is relatively high. However, adopting this 500-foot parameter substantially simplifies the
estimation task.

2. Grade each park in the system on the five-point scale shown in Exhibit A ranging from “unusual
excellence” to “dispirited, blighted.” The grading can be done either by park staff or by a panel of
residents familiar with each of the sites. This scale is defined primarily by the emotional response of
people in a park’s area of influence. It recognizes that a park’s quality is defined by people’s emotional
response to it, rather than only by its physical and tangible qualities. In every community there are
fine, physically attractive parks that receive little use, either because the infrastructure or/and land
uses around it do not encourage use, or because the behavior of existing users discourages others
from using it. Such parks should not score highly on this scale and are likely to be assigned to the
“average” category.

Exhibit A Park Quality Scale for Determining Proximate Premiums

Unusual Excellence: A signature park: exceptionally attractive: natural resource based: distinctive landscap-
ing and/or topography: often mentioned in sales advertisements for nearby properties: well maintained: genu-
ine ambiance: engenders a high level of community pride and “passionate attachment.”

Above Average: Natural resource based: has charm and dignity: regarded with affection by the local com-
munity: pleasant. well maintained.

Average: Rather nondescript: not really “noticed” by the local community: adequately maintained: no distin-
guishing features.

Below Average: Sterile: absence of landscaping or trees: athletic fields with noise. lights. congestion: inten-
sive use.

Dispirited, Blighted: Dilapidated. decrepit facilities: broken equipment: unkempt. dirty: unofficial de-
pository for trash: noisy: undesirable groups congregate there: rejected and avoided by the community.








3. Based on the results reported in the monograph, the suggested premiums applied to all single family
home properties within the 500 foot proximate area for each of the three highest categories shown in
Exhibit A are:

Unusual excellence: 15%
Above average: 10%
Average: 5%

After reviewing the monograph, these may appear low to some readers because several of the most
recent, technically strong studies reported premiums in the 16%-22% range. However, these were for
the first block immediately adjacent to the park and the premiums declined for properties in the
second and third blocks. The proportionate premiums suggested here in stage 3 are averages to be
used for all properties within the 500-foot (three block) radius.

4. Apply the percentage premiums suggested above (15%, 10% or 5%) to the aggregate value calculated
in step 3.

5. Aggregate the premiums calculated for each park in step 4. This figure represents an estimate of the
overall change in property value attributable to the parks and open spaces examined.

With regard to step 3 above, | would also direct you to Crompton, Chapter 1: Context of the Issue, the
section titled Factors Influencing Capitalization (page 34).

“It may take 30 to 40 years for new parks to mature. In the beginning trees are
small and spindly, plantings are scattered and immature, shade is scarce, and
the landscaping often is not aesthetically pleasing. Hence, the capitalized
premium initially may be relatively small, but if the park is well maintained the
premium is likely to increase over time.”







Analyzing the Crompton Model

The Crompton Model can easily be reverse engineered to generate the underlying price increases by
property layer within both the 500 feet and the 500 to 2,000 feet zones described by Crompton.

Generalized Form of Crompton Model
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The 25% tail provodes an anhchor for grading the run-off of value over the initial 500’ zone. The
calculations for deriving The relative points on the graph above are as follows:

Assuming that the LID improvements constitue a large park, take the premium (P) calculated in step 3 on
the prior page. It is equal to 75% of the total price increase. One -third of amount, P / 3 is equal to 25%
of the price ncrease and is the area of the low zone triangle.
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The generalized form is confirmed in several places in John Crompton’s work. In his paper The
Impact of Parks on Property values: Empirical Evidence from the Past Two Decades in the United
States (Managing Leisure 10, 203-218 (Octorber 2005) shows this graph.
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Without even going into all of the mathematics, here is a spreadsheet generated version of the model for
a 10% capitalization premium (Above Average).

Crompton: Proximate Factor Anaysis
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It can easily be verified by checking to see that (1) the average over the first three property layers (500
feet) is 10% and (2) the amount in the tail is 10%, which is one-third of the total amount in the high zone.
There is no other continuously reducing piecewise linear solution.







Similarly, here is the spreadsheet generated model for a 15% capitalization premium (Excellent).

Crompton: Proximate Factor Anaysis
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The average premium over the first 500 feet is 15%. The total premium over the first 500 feet is 45% and
the total premium over the last 1,500 feet is 15%, one-third of 45%.

It is also worth noting that the first block premiums in these two models are 15% and 23% which is in line
with Crompton noting studies showing 16% to 22% in the first block.

The outstanding question is what did Crompton mean by “500 feet (3 blocks)”? Extending the high range
of the proximate effect would dramatically increase estimated values further form the park. | contend
that Crompton meant layers of parcels that could easily be picked up off a mapping system Like the KCA
parcel viewer. Since downtown Seattle typically has alleys that separate parcels in each of its 320'x340”
blocks. | contend Crompton indicates that the best choice for demarcation of a first horizon would be 3
property layers, 1% Seattle city blocks or 480 feet, the closest demarcation for a 500’ boundary.

The correct answer to the question has significant impact both on the ABS condominium valuations and
on their setting of the LID boundaries.








In order to confirm my view | contacted John Crompton via email and on February 6%, 2020. |
subsequently sent him a copy of (1) the Study, (2) my submitted objection with pertinent exhibits and (3) a
spreadsheet generated output of an earlier version of the model shown above adapted to a first horizon
of 640 feet or 2 Seattle city blocks (at this point | had not considered using the alleys as a logical break
point) and a 5% capitalization premium. Mr. Crompton responded that “I see nothing inappropriate in
the calculations that accompany your submission, but | simply do not have the time to engage in a
detailed analysis of them.”

| emailed him back, thanking him taking the time to look at my work and asking him to confirm two points:
“(1) that 500’ feet was the appropriate first horizon, and that his comment on my submission included the
chart that was attached as Crompton Analysis.pdf. “ He responded on February 8, “I confirm your
interpretation of the two points you mention are correct.”

| can supply copies of those emails and the associated attachments for you.

Variables Considered

Horizons
| tested three sets of horizons;

1. 480’ first horizon and 1,980’ second horizon
2. 640’ first horizon and 1,980’ second horizon
3. 640’ first horizon and 2,080’ second horizon

Distance
| tested four distances from 1% to 3 Seattle blocks in % block increments

Capitalization Premiums
| tested 3 different capitalization premiums.

1. 2% (ABS’ 3.0 % high range for condominiums)
2. 2%% (5% adjusted down for 50% maturity)
3. 3% (ABS’ raw pick)

Matching of the 2% and 3% capitalization premiums to ABS is shown in Appendix 3







Results

3% 3%
Maximum Average
Premium Premium

Special Benefit % @ 3 Blocks
Capitalization Premium

Horizon 2.0% 2.5% 3.00%

480' 0.27% 0.34% 0.41%
640 0.46% 0.57% 0.69%
640'/2,080 0.43% 0.55% 0.64%

Special Benefit % @ 2 1/2 Blocks
Capitalization Premium

Horizon 2.0% 2.5% 3.00%

480' 0.32% 0.40% 0.48%
640 0.54% 0.68% 0.81%
640'/2,080 0.49% 0.63% 0.74%

Special Benefit % @ 2 Blocks
Capitalization Premium

Horizon 2.0% 2.5% 3.00%

480' 0.37% 0.46% 0.56%
640’ 0.63% 0.78% 0.94%
640'/2,080 0.56% 0.71% 0.84%

Special Benefit % @11/2 Blocks
Capitalization Premium

Horizon 2.0% 2.5% 3.00%

480' 0.42% 0.52% 0.63%
640’ 1.00% 1.25% 1.50%
640'/2,080 0.94% 1.18% 1.42%

Conclusions

My analysis confirms John Crompton’s conclusions that the estimated impact on property prices from
proximity to a park is relatively small beyond the 500’ range.

My conclusion is that a 2%:% capitalization premium is appropriate. This is based on the LID Improvements
raising the before condition of the park from “Average” to “Above Average” and reducing the implied
capitalization by 50% for immaturity of the new “park”. The “with LID” condition will provide an amenity
that is “Natural resource based; has charm and dignity; regarded with affection by the local community;
pleasant, [and hopefully] well maintained”. It will never reach the level of Seattle’s other great parks like
Green Lake/Woodlawn Park, Seward Park, Washington Park/Arboretum or Discovery Park.

| considered two different distance measurements:

1. Line of sight to the waterfront (west side of Alaskan Way)
2. Line of sight to the nearest LID amenity (Central Waterfront Park, Pier 58)
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Both of these scenarios put Fifteen Twenty-One in the 3 block tier of Crompton’s model (maps are
provided in Appendix 1. | did not consider distance to the Overlook Walk, which would have moved
Fifteen Twenty- One to the 2 block tier. | believe that from a market perspective, neither a prospective
buyer nor seller, would consider the Overlook Walk an amenity. It is additional and redundant access.
Support for that conclusion is in Appendix 4.

| concluded that the most appropriate first horizon is 480’ (1} Seattle city blocks) and the most
appropriate second horizon is 1,980 feet (6 Seattle city blocks). These are that horizons that most closely
line up with the Crompton horizons. Model results showed that extending the second horizon lowered
the resulting Special Benefit %. Using the tables provided above, | concluded that the appropriate Special
Benefit % should be 0.34%.for all Fifteen Twenty-One condominiums.

Crompton: Proximate Factor Anaysis
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For my home, tax parcel # 258830850, this yields:

Market Value Without LID $2,412,200
Special Benefit 0.34% $8,201
Market Value With LID $2,420,401
Total Assessment % 39.18%

Pike /Pine Adjustment .9375

Revised Assessment % 36.73% $3,012

In my objection | have argued that the cost and special benefit of each of the discontinuous improvements
(Central Waterfront, Pike and Pine) should have been considered separately. Consistent with that
argument my Revised Assessment % reflects the adjustment to remove $10 million of Pike and Pine
expenses from the total LID expense of $160 million (both numbers are before any financing and
guarantee fund expenses).







This value also disregards any adjustments for the impact of pedestrian and vehicle traffic in the area
which | have included in the Pike and Pine Improvements. | value the Pike and Pine improvements as

having zero to negative impact of homes in Fifteen Twenty-One. Support for that is provided in Appendix
3 — Pike/Pine.

The Waterfront LD Improvements are primarily designed to aid Seattle’s tourism business. Even the City’s
own work shows that there will be no additional utilization of the waterfront by nearby residents. Page 84
of the HR&A study done for the Friends of the Waterfront (provided in Appendix 5) shows the expected
usage of the Waterfront by downtown residents at <1%. It shows the net new visitor days for downtown
residents at zero. Even for city residents the net new visitor days is .11, which translates to one visit
roughly every 9 years. Crompton’s model was for community parks and based on their utility to proximate
residents. Applying it here, even correctly applied, is generous. How ABS can posit any increase is baffling.

In addition, Crompton prefaced his work with this caveat (my emphasis added):

“Nevertheless, many agencies seek a method of applying a valuation to parks
that they can adapt for use in their own communities. An approach is offered
here for doing this, but it is emphasized that this approach can only offer a
rather crude “best guess.” The empirical findings from the studies reviewed in
this monograph provide a basis for developing a relatively simple “plug and
chug” formulary approach that can be used to derive an estimate of the
proximate premium in a community.

This model was never intended to be used as an assessment tool. If it indicates
material increases in prices then, as it was intended, it generates an increased tax base

and proximate residents will pay those taxes if and when the estimated price increases
are actually realized.
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Appendix 2 - Overlook Walk

The Overlook walk connects the market to the waterfront. That much is clear. It will also provide some
expansive views of Seattle’s harbor as walk down. However from a market value perspective, whether it
constitutes an amenity or not depends on the value attached to it by the user. Asthe owner of home
2304 in Fifteen Twenty-One, | have this view of the Seattle Harbor.

S e

»

It stretches from Mt Rainier to Magnolia (I can’t see the Space Needle. So would I, or a prospective buyer
make a trip to the Overlook walk to enjoy the view? My perspective is that they would not.

In addition, the pictures of the Overlook Walk are misleading. They include the Aquarium Pavilion which
has not been built and is not funded by the LID. It must be treated like all of the other in development
projects that are in various stages of design, permitting construction within the LID. From a LID
perspective the Pavilion doesn’t exist. This significantly reduces the claimed open space of the Walk and
emphasizes that it is just a path from the waterfront to the market. Itis designed to funnel the increasing
number of cruise ship passengers from Bell Harbor terminal to the Market and back.
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Walking Distance to Waterfront from Fifteen Twenty-One (line of Sight ~1,000’)

Pike Street Hill Climb 1,216’
Overlook Walk (Market open) ~2,033’
Overlook Walk (Market closed) ~2,581’

The Overlook Walk is redundant inefficient access.

Pike Street Hill Climb

Current access to the waterfront from the Pike Place Market is the Pike Street Hill Climb, a series of steps
or by elevators from the Skybridge to the Market Garage. These access points remain unchanged in the
after condition.

S

P

T ——

E

14







Appendix 3 — ABS Valuation Premiums
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Appendix 4 — Pike and Pine

The Study has no cites providing evidence that street beautification projects, such as the Pike and Pine
improvements generate any increase in residential properties. The Economic Benefits of Sustainable
Streets” published in 2014 by the New York City Department of Transportation, provides only information
on retail sales levels and does attempt to estimate changes in real estate prices. | conclude that here is no
price appreciation for homes in Fifteen Twenty-One. If the city prevails in consolidating the costs and
special benefits of the discontinuous LID Improvements, the negative value of Pike and Pine will have to
be quantified and considered in the consolidated assessment.

However, there is a material negative effect that is unique to the location the building. It has two parking
garages, totaling 297 parking spaces, with entry/exit at the rear of the building. The upper garage
entry/exit is directly onto News Lane, the alley behind the building. The lower garage entry/exit is onto a
breezeway with access to News Lane. The Pike and Pine Improvements will turn the streets at both end of
News Lane into “shared space” pedestrian plazas.
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Access in and out of our garages is already an issue. These changes will further constrict access to and from our
garages. Service trucks use the alleys and traffic on Pike is heavy, especially at rush hour when traffic coming north
on First Avenue turns east up Pike heading for the express lane entrance to 15. On weekends and in summer it will
be much more difficult for us and dangerous for the cyclists and pedestrians that we have the responsibility to avoid.

These changes are viewed as a substantial net negative by current residents. Attached is a copy of a recent Seattle
Times article on the current importance of parking in downtown luxury condominiums.
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Pine Street looking west from Second Avenue. The reality of the Pike/Pine corridor is much different than pictured
above.
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Pike St South Side  2/18/2020
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No material visual differences looking east on either Pike or Pine.

Without LID

‘ Pine Between Fourth and Ninth

With LID

Without LID

‘ Pine Between Fourth and Ninth

With LID
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Appendix 5 - HR&A Study

ECONOMIC & FISCAL IMPACTS | NET NEW VISITATION METHODOLOGY
HR&A then estimated the share of regional vs. out-of-town visitors, and how much time these visitors might
spend in the park.

Visitor Type . Share ?f. M Net New Visitor ) .Ne' New
Projected Visitors Days Per Person Visitor Days
Regional Residents
Downtown (park adjacent) <1% 0 0
City Residents (non-adjacent) 8% A1 69K
Metro Residents (non-city) 37% I3 327K
Subtotal 45% 396K
Tourists
Day Visitors 28% 25 566K
Overnight 27% 25 539K
Subtotal 55% 1.1M
Total ~1.5M

Note: Distribufion of visitors, % regional v. fourists, is based on comps from the High Line and Hudson River Park. Distribufion of regional residents is based on popuiafion
distribuion. Disfribufion of day v. overnight fourisfs is based on 2016 Longwood Tourism Study for Seaftle. Net new visitor days per person is based on precedenf research on | 84
fime spenf in open spoces by residents and owt-of-fown visifors, bosed on an 8-hour day.
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BEFORE THE CITY COUNCIL FOR THE CITY OF SEATTLE

In re Proposed Final Assessment Roll for Hearing Examiner File No. CWF-0430 and
Local Improvement District No. 6751 CWF-0431

(“Waterfront LID”)
NOTICE OF APPEAL OF HEARING
EXAMINER’S FINDINGS AND
RECOMMENDATION ON RRRR
INVESTMENTS LLC’S OBJECTION TO
WATERFRONT LID NO. 6751 PROPOSED
FINAL ASSESSMENT FOR PARCEL NOS.
2538831460 and 2538831480

RRRR Investment LLC (“Taxpayer”) files this appeal pursuant to RCW 35.44.070,
Seattle Municipal Code 20.04.090, City of Seattle Resolution 31915, the notice of the
Seattle Office of the City Clerk dated December 30, 2019, and the Hearing Examiner’s
Findings and Recommendation issued September 8, 2020 (“Examiner’s Recommendation”).

L. Taxpayer / Appellant
The Taxpayer filing this appeal is:

RRRR INVESTMENTS LLC

Perkins Coie LLP
NOTICE OF APPEAL -1 10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Phone: 425.635.1400
Fax: 425.635.2400
149589188.1
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PO BOX 21749 SEATTLE WA 98111
Bryon Madsen

206-689-2457

bryon@obcx.com

I1. Taxpayer’s Representatives

Taxpayer’s representatives in this matter are:

R. Gerard Lutz, WSBA No. 17692
JLutz@perkinscoie.com

Megan Lin, WSBA No. 53716
MLin@perkinscoie.com

Perkins Coie LLP

10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Telephone: 425.635.1400
Facsimile: 425.635.2400

Robert L. Mahon, WSBA No. 26523
RMahon@perkinscoie.com

1201 Third Avenue, Suite 4900
Seattle, Washington 98101
Telephone: 206.359.8000
Facsimile: 206.359.9000

III.  Statement of Taxpayer’s Interest
RRRR Investment LLC is the taxpayer for the properties that are subject to the

proposed final assessment described in Section IV. The properties are two high-end
residential condominiums at 1521 2nd Avenue, Seattle, WA.

The basis of the proposed assessment is a Final Special Benefit/Proportionate
Assessment Study for Waterfront Seattle Local Improvement District (“Final Study”), dated
October 1, 2019 and prepared by Robert Macaulay with ABS Valuation (the City’s
appraiser). The Final Study proposes assessments that are purportedly limited to paying for

the LID-funded components—namely, the Promenade, Overlook Walk, Pioneer Square

Perkins Coie LLP
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Street Improvements, Union Street Pedestrian Connection, Pike/Pine Streetscape
Improvements, and Pier 58 (together, the “LID Improvements”). The Final Study purports
to exclude charges for other improvement projects in the Central Waterfront, and
specifically those WSDOT had already agreed to pay for and construct: viaduct demolition,
the new Alaskan/Elliott Way surface street, the new/improved Seawall, the State Route 99
Tunnel, the Pier 62 rebuild, Bell Street improvements, and parking spaces WSDOT planned
fronting piers between Pike and Madison (together, the “WSDOT Improvements”). But
because construction was not complete on the LID Improvements or the WSDOT
Improvements at the time the Final Study was prepared, Mr. Macaulay’s October 1, 2019
“Before” and “After” valuations are both based on hypothetical conditions rather than actual
facts. On February 4, 2020, Taxpayer timely filed an objection to the assessment, which
was based on the Final Study.
IV.  Matter Under Appeal

Taxpayer appeals the Hearing Examiner’s recommendation to deny Taxpayer’s
objection to the City of Seattle’s Waterfront Local Improvement District No. 6751 proposed

final assessment dated December 30, 2019 against the following property:

King County Parcel No. 2538831460
Site Address: 1521 2nd Ave., Seattle, Unit 3800, Washington 98101
Proposed Final LID Assessment for Parcel: $41,245

King County Parcel No. 2538831480
Site Address: 1521 2nd Ave., Seattle, Unit 3802, Washington 98101
Proposed Final LID Assessment for Parcel: $44,084

See Examiner’s Recommendation at 61-62, 106. To avoid repetition, Taxpayer incorporates
the evidence and arguments raised before the Hearing Examiner into this appeal. In
particular, Taxpayer points the City Council to Taxpayer’s initial Appeal Petition, Frye

motion, Closing Brief submitted at the close of its case-in-chief (dated 4/16/2020), and

Perkins Coie LLP
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supplemental Closing Statement submitted at the close of the City’s case-in-chief (dated
7/7/2020)."

As discussed more fully below, Taxpayer specifically appeals the following Findings
and Recommendations in the Hearing Examiner’s September 8, 2020 Recommendation:
Pages 61-62, 106, Sections 11.6, 11.7, 11.12, 11.14, 11.18, 11.19, 11.20, 11.21, 11.22, 11.23, 11.24,
11.25, 11.26, 11.27, 11.28, 11.29, 11.30, 11.31, 11.32, [1.33, IV.A, IV.B.1, IV.B.2, IV.B.3, IV.B 4,
IV.B.5,1V.B.6,1V.B.7,1V.B.8, IV.B.9, IV.B.11(a), IV.B.11(a)(1), IV.B.11(a)(ii),
IV.B.11(a)(ii1), IV.B.11(a)(iv), IV.B.11(c), IV.C.2, IV.C3,IV.C4,IV.C.5,IV.C.§, IV.C.11,
IV.C.12,1V.C.14,IV.C.15,IV.C.18

Taxpayer also appeals the Hearing Examiner’s failure to make findings of fact or
recommendations on material issues raised during Taxpayer’s appeal that were supported by
law, expert testimony, and fact. The Final Study fails in numerous ways to satisfy the basic
requirements of a LID assessment study, and the Examiner’s Recommendation ignores the
many deficiencies in the Final Study. In fact, the only instances in which the Examiner
recommended anything other than denial of objectors’ appeals were where the City’s
appraiser confessed error. The appraiser’s proposed assessments, and the Examiner’s
Recommendations, would have the City impose arbitrary and capricious Waterfront LID

special assessments based on “fundamentally wrong methods.”

! Because the City has not provided “metered index numbers,” our appeals cannot reference
them. See SMC 20.04.110. However, as part of the prehearing conference, we recommend that the
Public Works committee secure and provide appellants with such a record, so that the appeals can
then be supplemented with that additional information, so as to make the Committee’s consideration
of each individual appeal more efficient and fair. Until that is provided, unless otherwise stated,
citations to the record before the Hearing Examiner are to the record for CWF-0233. Based on the
Examiner’s electronic records, it appears most of the materials submitted on behalf of all objectors
retained by Perkins Coie are part of this case file.

Perkins Coie LLP
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The special benefit for which special taxes are assessed must be “actual, physical and
material and not merely speculative or conjectural.” Heavens v. King Cty. Rural Library
Dist., 66 Wn. 2d 558, 563, 404 P.2d 453 (1965). For a proposed assessment roll to comply
with the law, the assessments may not materially exceed the actual special benefit conferred
by the LID Improvements. /d. The special benefit assessment cannot include charges for
general benefits enjoyed by the public at large. /d. Further, LID assessments must be
proportionate. /d. Failure to meet any one of these legal requirements is fatal to the
assessment. In this case, the proposed assessment fails each of the legal requirements for
special assessments and must be annulled as arbitrary or capricious, or founded on

fundamentally wrong methods.

Legal Requirement: Actual, non-speculative special benefit

ABS Study: Estimates a hypothetical benefit based on “Before” values that increase
“actual 2019” values (unstated) assuming the WSDOT Improvements were in place in
October 2019 (they were not), and an “After” value purporting to assess the value of
properties with the LID improvements in place at least five years before anticipated
completion.

Legal Requirement: Cannot materially exceed the special benefit

ABS Study: ABS calculates a special benefit of $105,265 for Unit 3800 and $115,547 for
Unit 3802, assuming the LID Improvements were in place and providing benefit in
October 2019. However, the LID Improvements will not be completed until the end of
2024 if the City meets its current schedule, and many of WSDOT’s alternative
improvements will not be built. The present value of future improvements deliverable in
five years is significantly lower than the current value of improvements that already exist.
Further, ABS’s own materials show that benefits may not accrue for at least five years
after they are completed, in 2029. If the hypothesized special benefits are discounted to
present value, the assessments materially exceed the hypothesized special benefits.

Legal Requirement: Actual, non-speculative special benefit—Date of valuation/COVID

Perkins Coie LLP
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ABS Study: The City has not finalized the assessment roll. After the City’s appraiser
prepared his Final Study in October 2019, and the City issued its preliminary roll in
December 2019, COVID devastated downtown hotel and retail properties. The Hearing
Examiner finds that COVID is irrelevant because it happened after ABS’s appraisal and
the City’s preliminary roll. On the contrary, the City’s assessments have yet to be made
and must be based on actual special benefits. While that does not mean ABS’s appraisal
was wrong when completed, values and benefits need to be reanalyzed before assessments
are finalized in light of the unprecedented changes to the downtown real property market.

Legal Requirement: Actual benefit that cannot materially exceed special benefit—
Assessment cannot include value attributable to future WSDOT Improvements.

ABS Study: The City’s appraiser asserts that the City is not collecting assessments “based
on the value of WSDOT’s planned improvements.” See Final Study at 3. However, the
City’s own expert, Mark Lukens, acknowledged that was false. In the “Before” condition,
the City’s appraiser increased 2019 property market values as though WSDOT had
completed its work by 2019. The proposed assessment is against this hypothetical
WSDOT-enhanced “Before” value, which ABS acknowledges is (to some unstated extent)
higher than actual 2019 market values. The City is collecting an assessment against both
the 2019 current values and the phantom 2019 WSDOT market value lift, in direct
contravention of law and the City’s promise not to impose an assessment based on the
value of viaduct demolition and the other components of WSDOT’s planned work.

Legal Requirement: Benefits must be special, not general

ABS Study: The City’s appraiser fails to determine or explain what general benefits arise
due to the LID Improvements. However, the far-reaching and public nature of the
improvements make any benefit arising from them general—not special.

Legal Requirement: Benefits must be “physical and material and not merely speculative
or conjectural . . ..”

ABS Study: Not only are the improvements not yet “physical or material,” but
environmental review and permitting for the City’s proposed LID Improvements is not
complete, and the LID improvements are not anticipated to be complete until the end of
2024. The appraiser nevertheless hypothesized that they were all completed as of 2019 in
a manner consistent the City’s then-current proposals, which were in many respects merely
conceptual designs.

Legal Requirement: Must comply with appraisal standards

NOTICE OF APPEAL -6
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ABS Study: ABS’s valuation methodology cannot be tested. It is a hybrid of “Individual”
and “Mass” appraisal techniques, but fails to meet USPAP requirements for either. Until
the Examiner admonished ABS, ABS even asserted its analysis was “confidential and
proprietary.” ABS’s analysis and conclusions can neither be tested nor replicated. The
Final Study fails to meet basic standards for admissibility and must be remanded.

Legal Requirement: Actual and measurable special benefit

ABS Study: ABS’s proposed assessments are assigned rather than measured, as
demonstrated by formulas in ABS’s spreadsheets. The percentage assignments are based
on a host of “micro-judgments” that are not supported by any documentation, nor capable
of replication or quality assurance/quality control. The assessments are undocumented,
unreliable, and not supported by empirical studies, data, or reports.

Legal Requirement: Actual and measurable special benefit—Park benefits must be
supported by empirical evidence

ABS Study: Dr. John Crompton, the world’s preeminent expert regarding the economic
value of parks and other public amenities and on whom ABS purported to rely, testified
that ABS had completely misapplied his work and dramatically overstated both the
distance to which economic benefits might extend from the LID Improvements and the
extent of any anticipated benefit within the potentially benefited area.

Legal Requirement: Actual special benefit—Must take into account potential
disamenities

ABS Study: The appraiser ignores the negative value impact of five years or more of
construction, as well as other potential disamenities associated with public places.

Legal Requirement: Cannot prematurely commit to build

ABS Study: The City has not completed NEPA review or other entitlement process for its
Pier 58 plans or planned Pike Pine or Pioneer Square improvements for which assessments
are being imposed. But finalizing the roll is a commitment by the City to build the
improvements, which is a violation of legal process and commits the City to build things it
may not secure permission to build.

Perkins Coie LLP
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In addition to these general objections, there are property-specific issues raised by
Taxpayer as to which the Examiner also erred, discussed in the course of the appeal
statement below.

V. Standard of Review

“When considering the assessment roll, the city council sits ‘as a board of
equalization.”” Hasit, LLC v. City of Edgewood, 179 Wn. App. 917, 948, 320 P.3d 163
(2014) (quoting RCW 35.44.080(2)). “As such, the council or hearings officer ‘will consider
the objections made and will correct, revise, raise, lower, change, or modify the roll or any
part thereof or set aside the roll.”” Id. at 949 (quoting RCW 35.44.080(3)).

The proposed assessments are presumed correct, “unless overcome by clear, cogent
and convincing evidence.” Hasit, 179 Wn. App. at 948. This standard is less deferential
than the heightened presumption of correctness on judicial appeal because “applying these
elevated standards at the municipal hearing would afford unwarranted deference to a report
prepared under contract by a private appraisal firm.” Id. at 949. Importantly, “a
presumption is not evidence and its efficacy is lost when the other party adduces credible
evidence to the contrary.... The sole purpose of a presumption is to establish which party has
the burden of going forward with evidence on an issue....” In re Indian Trail Trunk Sewer
Sys., 35 Wn. App. 840, 843, 670 P.2d 675 (1983). In other words, because objectors have
presented credible evidence showing that the City’s proposed assessment is arbitrary,
capricious and founded on a number of fundamentally wrong foundations, the burden shifts
to the City to prove the assessments are actual, measurable, special, non-speculative and

proportionate. The City failed that burden.

Perkins Coie LLP
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VI.  Grounds for Appeal

Taxpayer appeals the Hearing Examiner’s Findings and Recommendations on the

following grounds.
Taxpayer Not Required to Provide A Special Benefit Study

I. Contrary to the Examiner’s findings and recommendations, there is no
requirement that experts or property owners provide an alternative special benefit
calculation under these circumstances—to do so would also require the same improper
speculation the City’s expert engaged in, given the timing and information provided. See,
e.g., Second Decl. of Peter Shorett ISO Closing Stmt., 9 3-4 (dated 7/7/2020); Decl. of
Anthony Gibbons ISO Closing Stmt., § 3(dated 7/7/2020). A Washington court has
explained: “[W]e have explicitly rejected an argument that, because certain protestors ‘failed
to offer expert testimony at the city council hearing[,] the presumptions [in favor of the
assessment| were still operative as to their property.”” Hasit, 179 Wn. App. at 946 (quoting
In re Indian Trail Trunk Sewer, 35 Wn. App. at 843); see also Kusky v. City of Goldendale,
85 Wn. App. 493, 933 P.2d 430 (1997) (although appraiser did not submit an appraisal, he
provided expert opinion showing that improvements actually diminished value of the
property). In fact, no independent evidence is required at all if, for example, objectors show
that the assessment was grounded on a fundamentally wrong basis due to an error in the
City’s appraiser’s methods—as is the case here. Hasit, 179 Wn. App. at 947 (citing
Doolittle v. City of Everett, 114 Wn. 2d 88, 106, 786 P.2d 253 (1990)). As a simple example,
a property owner could simply point out that the square footage assumed in the City’s
appraisal was incorrect. For these reasons, Taxpayer appeals the following portions of the
Examiner’s Recommendation: Sections I1.12, I1.14, IV.A, IV.B.11(a), IV.C.2, IV.C.8, and
IV.C.11.
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No Actual, Measurable, Non-speculative, Proportionate, Special Benefit

2. RCW 35.43.040 provides cities and towns authority for ordering local
improvements and for levying and collecting special assessments “on property specially
benefited thereby[.]” The cost and expense of the local improvement “shall be assessed
upon all the property in accordance with the special benefits conferred thereon.” RCW
35.44.010.

3. No analysis of general benefits. Special assessments have been “held valid

for the construction and improvement of streets, curbs, gutters, sidewalks, and for the
installation of sanitary and storm sewers, drains, levees, ditches, street lighting, and water
mains.” Heavens, 66 Wn. 2d at 563. “All such assessments have one common element:
they are for the construction of local improvements that are appurtenant to specific land and
bring a benefit substantially more intense than is yielded to the rest of the municipality.” /d.
4. Taxpayer’s properties are not specially benefited by the LID Improvements.
The primary purpose and effect of the LID Improvements are to benefit “members of the
whole community” and the public at large. See, e.g., id. at 565 (“it is plain that a public
library is for the benefit of the members of the whole community individually and
collectively who may be served by it”). Mr. Macaulay’s own chapter of the LID Manual
states clearly that appraisers should “[c]onsider general benefits as well as special benefits”
(Hrg. Exhibit 117 (LID Manual) at 58%) and he admits that “general benefits probably accrue

to the LID area” as well (see 6/23/2020 Hrg. Tr. at 22:4-12). Taxpayer’s expert confirmed

2 “Hrg. Exhibits” refer to exhibits that were submitted on behalf of multiple objectors
represented by Perkins Coie during its seven days of hearing before Hearing Examiner Vancil
(March 3, March 5, March 11, March 12, April 13, April 14, and April 16, 2020) and during the two
days of cross-examination of the City’s witnesses (June 23, 25 and 26, 2020). For ease of reference,
Taxpayer has attached a master list of the hearing exhibits as Attachment A to this appeal notice.
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that if an appraiser “identifies both general and special benefits, these benefits should be
clearly distinguished and explained, and only special benefits should be included in the
After assessment.” Gibbons Decl. ISO Closing Stmt., 4 4 (dated 7/7/2020); see also
3/3/2020 (A. Gibbons) Hrg. Tr. at 96:6-97:4; 3/11/2020 (P. Shorett) Hrg. Tr. at 182:14-
183:4. It is undisputed that Mr. Macaulay did not analyze or measure general benefits,
including those arising from construction necessary to meet basic design standards. See
Hrg. Exhibit 117 (LID Manual) at 58 (“[c]onsideration may also be given to those
construction costs related to meeting design standards which may be general benefits as
distinct from construction costs emanating from requirements of the LID project”). To the
extent Taxpayer’s propertites may benefit from the LID improvements, the benefit is general
and incidental, and failure to consider general benefits was a fatal flaw in the City’s
methodology. For these reasons, Taxpayer appeals the following portions of the Examiner’s
Recommendation: Sections IV.B.7, and IV.B.11(a)(i), IV.B.11(a)(iv), and IV.C.4.

5. LID Improvements not necessary. Unlike typical LID projects, the

Waterfront LID improvements are largely unnecessary to the functionality of any particular
property, including Taxpayer’s properties. See In re Schmitz, 44 Wn.2d 429, 433, 268 P.2d
436 (1954) (assessment levied for the purpose of raising the grade of a road by 16 to 18 feet
held invalid where owners would have benefitted equally from increase of only 9 feet);
Appeals of Jones, 52 Wn.2d 143, 324 P.2d 259 (1958) (assessment against land at
intersection for new water main for hydrant held invalid because land was already afforded
functional hydrant at nearby street). Here, Taxpayer testified that the LID Improvements are
not necessary their properties, which already have sufficient access to the waterfront,
downtown restaurants, and other amenities. See 3/12/2020 Hrg. Tr. (B. Madsen) at 107:15-

108:12. Specifically, waterfront access is readily available via Pike’s Place or the walkway

Perkins Coie LLP
NOTICE OF APPEAL-11 10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Phone: 425.635.1400
Fax: 425.635.2400
149589188.1








0NN kAW~

AR DA DD R D WLWLWWLWWWWWWINNMNNNININNDIMNEN R = —m s —
NN LW, OOV IANNRER WD, OOXIANANNAEWN—R,OOINN A WN— OO

at the Four Seasons. /d. And the testimony established that the building already owns the air
space to the west and the units are on the 38th floor, so adding a streetscape/park along the
waterfront does little to add to their western view which looks toward the water and the
Olympic mountains. /d. at 105:8-17.

6. The fact that there is no case law differentiating between binary
improvements and parks does not change the law prohibiting assessments on properties
already adequately served by existing amenities. See Examiner’s Recommendation at
IV.C.3 (reasoning that “no case law is provided to support the differentiation between a
hardscape benefit and the more ephemeral benefits of park™). Nor does the Examiner’s
reasoning excuse the City’s failure to account for existing amenities as part of the special
benefit calculation. As Dr. Crompton testified, existing view amenities may in fact diminish
the incremental effect of new park improvements on the value of properties, much like
turning on a weak light in an already brightly illuminated room. See Hrg. Exhibit 94
(Crompton’s Report) at 12-13.

7. To the extent benefits can be considered “special” as opposed to general, they
are nominal or nonexistent for many properties even in the Central Waterfront, which
already has a promenade, viewpoints, as well as connecting streets and bridges. Douglass v.
Spokane Cty., 115 Wn. App. 900, 64 P.3d 71 (2003) (properties’ fair market value did not
change due to expansion of sewer service near owners’ parcel which were already
connected). Here, as mentioned above, the views from these units is already protected and
Taxpayer testified that during the years of construction, there could in fact be a tremendous
devaluation in the views. 3/12/2020 Hrg. Tr. (B. Madsen) at 108:13-23. Even if the City
could assess for a view change (and it has promised not to assess for viaduct removal), the

fair market values of Taxpayer’s properties have not changed because the LID
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Improvements have not improved the properties’ waterfront view or access to the
waterfront, nor will they when the City anticipates completion in 2024. For these reasons,
Taxpayer appeals the following portions of the Examiner’s Recommendation: Sections
IV.C3,1V.B.9, and IV.C.3.

8. No analysis of special detriments. The Final Study fails to properly account

for special detriments. See Kusky, 85 Wn. App. at 501 (city failed to consider the costs to
owners for removal and cleanup of underground storage tanks discovered during the
improvement project). Mr. Madsen testified that the only potential impacts from the LID
Improvements are negative—e.g., noise and disruption from four years of construction,
increased potential for crime and homelessness, and increased congestion from tourism and
loss of parking. 3/12/2020 Hrg. Tr. (B. Madsen) at 109:3-111:21. And Mr. Shorett
explained that the property value of these units are not likely to increase due to the LID
Improvements because buyers of luxury residential properties are more concerned with the
amenities of the property itself, including the views which are already protected. /d. at
15:12-16:8.

9. Although Mr. Macaulay claims he analyzed impacts on the City’s planned
elimination of 450 parking stalls on a parcel-by-parcel basis, there is no explanation of how
lost parking might be a detriment, and no property-specific parking analysis in any of his
materials. 6/23/2020 Hrg. Tr. at 185:20-24; 186:14-187:12; see also 6/26/2020 Hrg. Tr. at
153:18-154:19 (did not actually analyze impact of decreased parking on condos).

10.  Likewise, there was no analysis of the risks associated with disamenities such
as increased crime, homelessness and unsanitary conditions, and Mr. Macaulay did not
quantify the risk that the waterfront will not in fact be maintained. 6/23/2020 Hrg. Tr. at

193:21-194. Instead he relied on the maintenance ordinance (Ordinance 125761) to dismiss
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these concerns. However, Mr. Foster explained that although the ordinance anticipates that
City Council will appropriate $4.8M each year for waterfront operation, it does not bind any
future city councils or guaranty funding. 6/26/2020 Hrg. Tr. at 12:7-20; 15:2-10.> And if
the City fails to appropriate that baseline funding, there is an option to suspend or terminate
the maintenance agreement. /d. at 13:4-14:2.

11. There was also no consideration of negative impacts from another four-plus
years of construction (at least). Mr. Macaulay reasoned that construction impacts are not
compensable in eminent domain cases. However, there is nothing in the LID statutes or case
law allowing him to dismiss these actual, non-speculative impacts. Because future special
benefits calculations are inherently speculative, Washington’s eminent domain statute
specifically allows condemnees to postpone special benefits assessments until improvements
are in place. RCW 8.25.220; State v. Green, 90 Wn.2d 52, 56, 578 P.2d 855 (1978).
Moreover, the studies that Mr. Macualay relied on demonstrate that construction disamenity
is real and does have a near-term negative effect on property values. See Gibbons Decl. ISO
Closing Stmt. (dated 7/7/2020), Ex. C at 24 (during construction of Rose Kennedy
Greenway, the Greenway district “significantly” lagged in value).

12.  For these reasons, Taxpayer appeals the following portions of the Examiner’s
Recommendation: Sections 11.25, IV.B.8, and IV.B.9.

13.  Special benefit estimate is speculative. When calculating a special benefit,

“[f]air market value cannot include a speculative value.” Bellevue Plaza, Inc., 121 Wn.2d at

411. “When an appraiser uses a factor ‘beyond the knowledge of reasonable certainty’, it

3 The Examiner suggests that the issue of whether future City Councils are bound is not at issue.
However, the issue of maintenance was part of Mr. Macaulay’s special benefit analysis and therefore
the assessment amounts.
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becomes pure speculation.” Id. (quoting In re Local Imp. 6097, 52 Wn.2d 330, 335-36, 324
P.2d 1078 (1958)).

14.  Assuming without conceding that one day, the City’s planned LID
Improvements might increase the value of neighboring properties to some extent, that
potential benefit is many years away and speculative. While appraisers tolerate some degree
of estimation and judgment, Taxpayer’s expert testified that Mr. Macaulay’s Final Study is
far too speculative to satisfy industry practices and standards. See. e.g., 3/12/2020 (P.
Shorett) Hrg. Tr. at 92:24-93:10 (it is impossible to perform a special benefit analysis with
the level of precision implied in the Final Study due to the size of the LID and use of
hypotheticals).

15.  Although LIDs are sometimes finalized prior to completion of improvements,
this is typically just six month or a year prior, and the assessments are otherwise supported
by the near-term construction of the improvements. See 3/3/2020 (A. Gibbons) Hrg. Tr. at
117:20-118:9; 119:5-120:9; 122:15-124:9. By contrast, the estimated special benefits here
will not be realized for four or five years. In the meantime, there is permitting risk,
construction risk, and general economic risk (e.g., COVID), which renders ABS’s 2019
hypotheticals inherently speculative and unreliable because it is impossible to predict which,
and to what extent, different factors will impact value. /d. at 51:13-53:5; see also 3/11/2020
(P. Shorett) Hrg. Tr. at 196:17-21; 205:22-206:2. Ultimately, Mr. Macaulay concedes that
there is inherent uncertainty in valuing the future delivery of projects because “we can’t read
the future.” 6/23/2020 Hrg. Tr. at 79:18-80:8. As he testified: “I just don’t know what the
market value would be as of the date the project would be finally constructed” because
“[t]here could be a lot of elements in the market that did occur between now and then that

impact value.” 6/25/2020 Hrg. Tr. at 212:9-13; see also id. at 211:8-20 (no way to know if
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his estimates will be higher or lower than comparable sales in 2024 because “markets tend to
fluctuate over time” and “I can’t predict the future”).

16. The record is clear that while no one can know what “special benefit” might
accrue to these properties in four years (if any), we do know that there are no actual benefits
now. The LID improvements provide no immediate special benefit to property owners
because the bulk of the components are still in design stages. Cf. Hasit, 179 Wn. App. 917
(assessments calculated on a fundamentally wrong basis by including costs for an oversized
sewer system for future users). For example, notwithstanding the questionable hypothesis
that residential condominiums will benefit from an expected increase in tourism (higher
room rates or occupancy) when the improvements are complete, it is undisputed that tourists
are not coming in larger numbers now because of something happening five years down the
road. Cf. O’Connor Decl. ISO Closing Stmt., q 7 (dated 7/7/2020) (no apartment leased
today for 18 months would rent at a higher rate due to improvements coming in 2024).

17.  Further, there are no “plans and specifications” on file with the Clerk’s Office
for the LID Improvements, and it is unlawful to move to final assessments without such
“plans and specifications.” Ordinance 125760, Section 3; Local and Road Improvement
Districts Manual for Washington State 6™ Edition, pp. 3, 19, 31, 44 (2009). It is also
unlawful to bind future City Councils and future budgets to spend hundreds of millions of
dollars on projects still early in the design process. See Washington Attorney General
Opinion 2012 No. 4 (May 15, 2012)); cf. City of Seattle v. Rogers Clothing for Men, Inc.,
114 Wn.2d 213, 787 P.2d 39 (1990) (assessment upheld because City has apportioned costs
of programs and included “only so much of the overall costs” that took place within and

benefitted the assessed properties).
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18. The COVID-19 crisis highlights how fundamentally speculative and unfair it
would be to base a special benefit assessment on twin 2019 hypotheticals for improvements
anticipated to be delivered five years later. Even before COVID, it was speculative to
assume that market highs experienced in October 2019! would be sustained through 2024,
after an already extraordinarily long expansion period. See, e.g., 3/3/2020 (A. Gibbons)
Hrg. Tr. at 117:6-118:9, 119:17-120:9. And Mr. Macaulay conceded: “[ W]hen I was doing
my analysis in October 2019, who would have thought that this COVID issue would
happen?” 6/23/2020 Hrg. Tr. at 80:3-8. At his deposition in late February, his “thought
process was that the market was going to continue to go up.” Id. There is no basis for
assuming that values hypothesized in October 2019 will remain relevant; they are already
irrelevant. See Gibbons Decl. ISO Closing Stmt. at 9 12 (dated 7/7/2020). Although
COVID does not change actual values as of October 2019 (see Examiner’s
Recommendation at 109), the pandemic has impacted current values and rendered the
hypothetical October 2019 Final Study valuations outdated.

19.  As another example of how future events could affect the accuracy and
reliability of the City’s 2019 proposed assessment, Taxpayer recently requested the Hearing
Examiner re-open the record to allow the City to explain whether the assessments against
property owners within the LID are, in fact, being used by the City to fund the emergency

dismantling and reconstruction of Pier 58.* It has been reported that the City plans to use

4 Associated Press, Seattle mayor approves ‘emergency dismantling’ of waterfront Pier 58 (King
5, Aug. 15, 2020), available at https://www.king5.com/article/news/local/seattle/seattle-mayor-
approves-emergency-dismantling-of-waterfront-pier-58/281-f6b7¢7d0-78{2-4826-97c8-
0b60d4097aa3; See Aug. 21, 2020 Memo from R. Holtz et al. to L. Arber re HPA Request for Pier
58 (Waterfront Park) Emergency Demolition Project, available at
https://www.govonlinesaas.com/WA/WDFW/Public/EnSuite/Shared/pages/util/StreamDoc.ashx?que
ry=UxFpa3Xql8020us5Qdalfp] XX0C+FjtKT5/OpyMkto74=; see also Aug. 13, 2020 Ltr. from H.
Burton to D. Graves et al. re Review of Pier 58 Movement Observation Report & Recommendations,

Perkins Coie LLP
NOTICE OF APPEAL — 17 10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Phone: 425.635.1400
Fax: 425.635.2400
149589188.1








0NN kAW~

A DA DA DDA DD D WLLLWLWLLWLWLWLWLWLWLWWRNDNDDNDDNDDNDDNDDNDNDNDDN = — - —
NN N A W, OOV WD, OOV WUNAEWNR,OOVOIOWUN b WD~ OO

LID funding to pay for the expedited, emergency repairs and replacement.® If true, the City
would be improperly imposing costs on property owners within the LID for improvements
that are required to maintain the safety of Pier 58 and to remove a threat to critical salmon
habitat and City infrastructure—this does not provide any special benefit to LID property
OWners.

20. There is also no certainty the improvements will be delivered on time. Mr.
Foster testified that 2024 is not a hard deadline for delivery of the improvements, and a
delay in construction schedule would not constitute a “material change” under the City
Council’s ordinance authorizing the improvements. In other words, the City cannot
guarantee that the LID Improvements will be delivered as expected in 2024 or any time after
that. 6/26/2020 Hrg. Tr. at 18:5-13. Meanwhile, Taxpayer’s experts Reid Shockey and
Richard Shiroyama testified via declaration as to the City’s permitting gauntlet, and
potential delays and project changes inherent in those processes, that call into question the
assumption that the City can deliver the LID Improvements by 2024. Hrg. Exhibits 110
(Shockey Decl., dated 4/15/2020); 111 (Shiroyama Decl., dated 4/15/2020); 107 (Anderson
Decl., dated 4/15/2020).

21.  Unsurprisingly, of the over one hundred LIDs Mr. Macaulay has worked on,
he could not point to a single one where the assessment roll was finalized five years in
advance of the anticipated project completion. See 6/23/2020 Hrg. Tr. at 16:1-22. Likewise,

he has never recommended final special assessments based on designs less than 30 percent

available at
https://www.govonlinesaas.com/WA/WDFW/Public/EnSuite/Shared/pages/util/StreamDoc.ashx?que
ry=EvGV09Syk1 HCKYhwoN5Gqo5VpGOk5QBr3KFzTsfO4Lw=.

5> Asia Fields, ‘Substantial’ pier shift closes Seattle’s Waterfront Park (Seattle Times, Aug. 8,
2020), available at https://www.seattletimes.com/seattle-news/substantial-pier-shift-closes-seattles-
waterfront-park/.
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complete, other than in this case. Id. at 17:22-18:2. Nevertheless, he proceeded with his
2019 hypothetical before, hypothetical after analysis because the City “wanted to get
moving ahead with the project” and gave him assurances that designs would not change. /d.
at 66:17-25. He performed no independent due diligence to determine the reliability of the
City’s estimates for completion of the LID Improvements, or to ensure that proposed
designs or cost estimates were not going to materially change. Id. at 78:14-79:13. Yet he
agreed that if any of his assumptions are incorrect, his opinion of market value would need
to be revised. 6/23/2020 Hrg. Tr. at 68:19-69:8; see also id. at 64:13-65:12; 67:10-16;
68:11-18.

22. The City has cited no authority—and Taxpayer is aware of none—that
affirms the use of hypothetical, anticipatory Before and After values in order to estimate and
assess taxes for “actual” special benefits that will not accrue for another five years (if all
goes off without a hitch). To the contrary, the hypothetical assumption that all of the Before
and After Improvements are constructed as of October 1, 2019 allows Mr. Macaulay to base
his estimates on “pure speculation.” Bellevue Plaza, Inc., 121 Wn.2d at 411. For these
reasons, Taxpayer appeals the following portions of the Examiner’s Recommendation:
Sections 11.6, 11.7, 11.33, IV.B.1, IV.B.2, IV.B.3, IV.B.5, IV.B.6, IV.B.11(¢c), IV.C.12,
IV.C.14, and IV.C.18.

23. Failure to discount special benefit estimates to account for risks and present

value. Due to the inherent uncertainty, Taxpayer’s expert opine that the Final Study should
have accounted for risks associated with delivery of the improvements (including permitting
risk, construction risk, general economic risk) and any special damages associated with
interim construction. 3/3/2020 (A. Gibbons) Hrg. Tr. at 119:17-120:9, 59:20-60:20. In

addition, as is typical appraisal practice, Mr. Macaulay should have discounted the
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anticipated 2024 benefit to account for the time value of money. Id. at 54:17-55:1; see also
Gibbons Decl. ISO Closing Stmt., 9 13, 16 (dated 7/7/2020) (“Appraisers routinely consider
the impact of future conditions [through] discounted cash flow analysis.”).

24.  Mr. Macaulay acknowledged that appraisers can discount the value of a
future condition not in place at the date of valuation and can discount for the time value of
money. 6/23/2020 Hrg. Tr. at 74:1-75:1. And he agreed that if improvements are not built
until 2024, “[y]ou would be discounting it back to a present value.” Id. at 77:2-19.
Discounting would also have been consistent with his approach for analyzing special
benefits to vacant land. He testified that the difference between similarly situated vacant
sites slated for development and already developed sites was that the labor, capital and risks
associated with development had not yet been borne for those vacant sites. Therefore, the
vacant land was not valued as highly and received a smaller assessment. 6/19/2020 Hrg. Tr.
at 28:1-13; see also 6/18/2020 Hrg. Tr. at 205:9-12. A4 fortiori, a project that has not been
fully permitted, has not completed environmental review, and has not reached full design is
presently worth significantly less.

25. The City’s hotel expert, Mr. Lukens, likewise explained that to calculate
present value, an appraiser would consider discount rates for land development to account
for inflation, entitlement risks, cash flow issues, construction, etc. 6/26/2020 Hrg. Tr. at
184:5-185:22. And Mr. Lukens agreed that it would be reasonable for an appraiser to refer
to the PricewaterhouseCoopers Korpacz study for applicable discount rates. Id. at 187:18-
189:23; see also Gibbons Decl. ISO Closing Stmt, 4 17 (dated 7/7/2020).

26.  Applying the Q19 Korpacz rates and assuming arguendo that Macauley’s
total estimated special benefit is correct, $447,908,000 discounted to 2019 present value for

raw land to be developed by 2024 is approximately $153,600,000. See Gibbons Decl., § 17,
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Ex. A. Notably, this is lower than the City’s proposed $171,000,000 assessment. Thus,
ignoring momentarily all of the other methodological and other flaws discussed here and in
Taxpayer’s case-in-chief, and assuming that the LID Improvements provide special benefits
as soon as they are complete in 2024, Mr. Macaulay’s hypothetical assessment materially
exceeds special benefits when reduced to present value. Further, to the extent the City is
arguing that because they are permitted to assess 100% of the special benefit, the special
benefit estimate can be off by 60.8% because they only assess 39.2% of that benefit, the City
is again wrong. After applying proper discounting, the City’s proposed special benefit
assessment is far more than 39.2% of the total estimated special benefit, and in fact exceeds
100% of the total estimated special benefit.

27.  Buteven the assumption that the LID improvements would deliver benefits
as soon as they were complete in 2024 is not supported by the studies Mr. Macaulay relied
on. Rather, those studies demonstrate that a discount period of five years is conservative.
See Gibbons Decl. ISO Closing Stmt., 4 18 (dated 7/7/2020). In particular, HR&A’s study
on the Rose Kennedy Greenway in Boston (included in Mr. Macaulay’s backup files)
indicates that during the construction period, the Greenway district “significantly” lagged in
value (i.e., construction disamenity). /d., Ex. C at 24. That study also recognized that the
“reorientation of development to capture value takes time”—specifically, 12-13 years. /d. at
30-31 (discussing New York City High Line and San Francisco Embarcadero
improvements). Given the lengthy delay, any prediction of future special benefits is
speculative, especially during the construction phase where values are likely to decline.
Second Decl. of Shorett ISO Closing Stmt., q 6 (dated 7/7/2020). And assuming the LID
Improvements take a similarly long period of time after they are complete to start producing

tangible property value benefits, each additional year of delay results in further discount to
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the present value of any future alleged benefit. Gibbons Decl. ISO Closing Stmt., q 19, Ex.
A.

28.  Applying the same discounting methods described above and in Mr. Gibbons
declaration, the 2019 net present value of ABS’s estimate for benefits that actually start
accruing in 2029 is just $42,204,597, only 9.4% of the benefits ABS hypothesized, even
before applying the 39.2% percentage assessment. Id. For Taxpayer, this means at most the
100% assessment should be no more than $9,915 for 1521 2nd Avenue Unit 3800 (CWF-
0430) and $10,884 for 1521 2nd Avenue Unit 3802 (CWF-0431). Anything more would
permit the City to assess Taxpayer based on a hypothetical assumption that these
improvements are in place and providing benefit, and ignore the risks, construction
disamenity, and time value of money that normal appraisal principles would take into
account. /d., 9 20. Proportionality would counsel that the assessment should be only 39.2%
of that assessment cap, or $3,887 for CWF-0430 and $4,266 for CWF-0431.

29.  Attachment B includes four Excel spreadsheets applying these discounting
methods to Taxpayer’s assessments. It is undisputed that special benefits will not actually
accrue until the LID Improvements are complete in 2024. Accordingly, the first two
spreadsheets demonstrate that discounting the City’s hypothetical October 2019 special
benefits to present value would reduce Taxpayer’s assessment to $14,151 for Unit 3800
(CWF-0430) and $15,124 for Unit 3802 (CWF-0431), exclusive of any other flaws in the
City’s proposed assessment. The third and fourth spreadsheets shows even more drastic
reductions after taking into account discounting to present value for 10 years (i.e., from 2029
to account for the time it takes for the improvements to capture property value). After such
reductions, Taxpayer’s assessment would be just $3,888 (for CWF-0430) and $4,268 (for

CWF-0431). These spreadsheets do not address other issues raised by Taxpayer’s appeal,

Perkins Coie LLP
NOTICE OF APPEAL — 22 10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Phone: 425.635.1400
Fax: 425.635.2400
149589188.1








0NN kAW~

AR DA DD R D WLWLWWLWWWWWWINNMNNNININNDIMNEN R = —m s —
NN LW, OOV IANNRER WD, OOXIANANNAEWN—R,OOINN A WN— OO

but are intended to help demonstrate how unfair and inflated the City’s proposed

hypothetical assessment is. The Hearing Examiner’s Recommendation simply dismisses

Taxpayer’s discounting argument without legal or factual analysis; that failure is error.
Appraisal and Assessment Calculation Methods Are Flawed

30. The “general rule is that each lot, piece, or parcel of land should be assessed
separately” for purposes of local improvement district special assessment. Doolittle, 114
Wn.2d at 97.

31. It is proper to sustain a challenge to an assessment, even without the appraisal
testimony from the owner, where the objector’s expert establishes that the assessment was
“clearly grounded upon a fundamentally wrong basis” due to an error in the method
employed by the City’s appraiser. See, e.g., Doolittle, 114 Wn.2d at 106.

32. The City’s appraiser purports to utilize the income method of valuation but
relied on inaccurate revenue and market data, as discussed further below.

33. The City’s appraiser purports to utilize the comparable sales method of
valuation, but no City witness attempted “to characterize any one, or all of them, as
comparable to [Taxpayer’s property].” See Bellevue Plaza, 121 Wn.2d at 406 (finding
“several serious flaws” in ABS’s LID analysis in that case, including that the appraiser
“attache[d] a list of a number of land sales within the CBD, but ma[de] no attempt to
characterize any one, or all of them, as comparable to any particular property within the LID”).
And no City witness could explain how specific adjustments were made to these sales to
account for value increases due to the hypothesized Before and After Improvements. For this
reason, Taxpayer appeals Section I1.23 of the Examiner’s Recommendation.

34. Special assessment improperly includes value lift from the Before

Improvements. Mr. Macauley is required to exclude (and claims to have excluded) any
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assessment based on value attributable to demolition of the viaduct and the planned WSDOT
Improvements, which WSDOT had independently committed to fund. However, Mr.
Macaulay did not calculate the actual market value of LID properties in October 2019, and
did not separately analyze the hypothetical increase to property values attributable to
WSDOT’s planned improvements. See 6/23/2020 Hrg. Tr. at 41:11-18 (did not estimate a
current value and then separately calculate a hypothetical “With WSDOT” Before value);
see also Hamel Decl., 9 11, 12 (explaining that for condos, the “first task™ was to determine
current values but not explaining how they included the value of the hypothetical “WITH
WSDOT” Before Improvements); Gibbons Decl. ISO Closing Stmt., 9 8 (dated 7/7/2020);
see also Gibbons 1/30/2020 Letter (attached to Appeal Petition) at 4; Gibbons 5/2/2018
Letter (attached to Appeal Petition) at 3-4; Shorett Appraisal Review (attached to Appeal
Petition) at 2-14. Without any documented basis or support, Mr. Macaulay simply “ma[de]
a judgment a call” on what occupancy and rates would have been for the commercial
properties assuming all of the WSDOT Improvements are completed as of 2019. Macaulay
Depo. at 129:19-130:11. This outright omission precludes any independent evaluation of
the true market “Before” values. See 6/23/2020 Hrg. Tr. at 44:25-45:9. It also fails to meet
professional appraisal standards; if an appraiser uses current sales data to infer values, then
the appraiser must explain how he analyzed that data and other information to come up with
the hypothetical value. 3/3/2020 (A. Gibbons) Hrg. Tr. at 128:1-130:4. This includes not
just removal of the viaduct, but also other road, pedestrian and landscaping improvements
WSDOT had already committed to make.

35.  However, because Mr. Macaulay testified that he did include some WSDOT-
related value-lift in the “Before” values, it follows that part of the special assessment

improperly is based on value attributable to the WSDOT Improvements. As shown by

Perkins Coie LLP

NOTICE OF APPEAL — 24 10885 N.E. Fourth Street, Suite 700

Bellevue, Washington 98004
Phone: 425.635.1400
Fax: 425.635.2400
149589188.1








0NN kAW~

AR DA DD R D WLWLWWLWWWWWWINNMNNNININNDIMNEN R = —m s —
NN LW, OOV IANNRER WD, OOXIANANNAEWN—R,OOINN A WN— OO

mathematical formulas in his spreadsheets, Mr. Macaulay applies a special benefit
percentage to Before values. So for example, if Mr. Macaulay believed the WSDOT
Improvements would add $10,000,000 in value, then his method of analysis assuming a 3%
special benefit assignment would result in $300,000 of over-assessment. See Gibbons Decl.
ISO Closing Stmt., 4 9 (dated 7/7/2020). At a minimum, the Final Study should be redone
to properly exclude the value of Before Improvements from the assessments. For these
reasons, Taxpayer appeals the following portions of the Examiner’s Recommendation:
Sections 11.19, 11.29, and IV.B.11(a)(ii)

36.  Special benefits were assigned rather than measured. Mr. Macaulay

arbitrarily “assigns” special benefits to Before values instead of measuring them for each
property. See 1/30/2020 Gibbons Letter (attached to Appeal Petition); 3/12/2020 (P.
Shorett) Hrg. Tr. at 49:4-50:1; 3/3/2020 (A. Gibbons) Hrg Tr. at 88:25-89:3; 90:8-91:13.

37.  For condos, ABS applied a uniform special benefit percentage to every unit
within a condominium building, notwithstanding individual differences among the units.
For example, he relied solely on King County Assessor data for information regarding each
condo, but for Taxpayer’s properties, there was no information about views. Incredulously,
at the same time he insisted that the After value for each condo was calculated “parcel-by-
parcel” and that the special benefit percentage was simply a reflection of the difference
between Before and After values. In fact, there is no real way to check this work or verify
his methods because the analysis does not exist either within his report or in the backup data.
However, the simple fact that every single condo within a building received the exact same
special benefit percentage increase is evidence enough that Mr. Macaulay did not make an
individual parcel-by-parcel special benefit analysis. See Gibbons Decl. ISO Closing Stmt.,
6 (dated 7/7/2020).
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38.  For these reasons, Taxpayer appeals the following portions of the Examiner’s
Recommendation: Sections I1.19, IV.B.11(a)(iii), and IV.C.15.

39. Special benefit falls within margin of error. The Final Special Benefit Study

applies an estimated value enhancement of less than 4%, which is generally within the
margin of error for appraisals and, therefore, not a reliable difference. See Bellevue Plaza,
Inc., 121 Wn.2d at 401 (must substantiate use of percentages when allocating assessments).
Taxpayer’s experts explained that if two appraisers independently arrive at values within 5%
of one another, this difference is considered reasonable as it falls within the standard margin
of error accepted in the profession. 3/3/2020 (A. Gibbons) Hrg. Tr. at 164:2-9; 3/11/2020
(P. Shorett) Hrg. Tr. at 216:25-217:11. Because Mr. Macaulay’s micro-special benefit
percentages fall far below that 5% margin, “there is no way of authenticating” such
incremental changes because “[m]arket forces completely obliterate any tiny little noise
factor like that.” See 3/3/2020 (A. Gibbons) Hrg. Tr. at 160:23-161:5. Mr. Macaulay agreed
during his deposition that 0.25% is too small to measure. Macaulay Depo. at 25:17-25. Yet,
Additionally, the fact that “Before” values are also based on a hypothetical that adds some
unstated incremental value to actual 2019 values exacerbates this issue—the ability for an
appraiser to discern the micro-value differences between hypothetical conditions that are so
similar (the WSDOT improvements compared to the LID improvements) “verges on being
ludicrous.” 3/3/2020 (A. Gibbons) Hrg. Tr. at 89:4-90:7.

40.  Even if it were possible to accurately tease out such a miniscule hypothetical
value change due to improvements coming five years later, experts testified that there is no
data to justify the mathematical adjustments—they are just the appraiser’s guesses as to
what he felt the changes (hypothetically) would be. See 3/12/2020 (P. Shorett) Hrg. Tr. at
49:4-50:1; 3/3/2020 (A Gibbons) Hrg. Tr. at 88:21-88:24 (“you cannot measure one percent
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difference in a high-rise building for this kind of a medium ... it’s simply assigned to a
before value”). For these reasons, Taxpayer appeals the following portions of the
Examiner’s Recommendation: 11.27 and IV.B.4.

41. No analysis of value increase attributable to individual components of the

LID Improvements. The Final Special Benefit Study lacks clarity to fairly estimate a small

percentage difference between hypothetical Before and After conditions. Throughout his
testimony, Mr. Macaulay could not explain what benefit arose from specific Before/After
descriptions in the Addenda even though he testified that he relied on these to calculate
special benefits. 6/23/2020 Hrg. Tr. at 26:21-30:10. When asked where in his report
someone might be able to determine how he attributed value to After conditions described in
the Addenda, he answered that that was “not the scope of the assignment” because he was
asked to look at all of the projects as a whole. 6/23/2020 Hrg. Tr. at 30:3-8. But he admitted
that the six components were not actually a continuous project, that he was viewing them
together because the City asked him to, and that if he were to view them independently,
there was a low probability that properties in the north would specially benefit from
improvements in the south and vice versa. See 6/25/2020 Hrg. Tr. at 27:18-28:5.

42.  Not only did he fail to analyze benefits from each of these non-contiguous
improvements, his familiarity with descriptions as whole was tenuous at best. See, e.g.,
6/23/2020 Hrg. Tr. at 26:21-30:10 (Mr. Macaulay could not explain what specific benefit
arose from specific Before/After descriptions in the Addenda); cf. Anderson v. City of
Issaquah, 70 Wn. App. 64, 851 P.2d 744 (deprivation of due process where building design
objectives that guided regulators’ assessment of architectural plans for buildings along a

“signature street” were so vague that they amounted to ad hoc review based on the
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regulators’ subjective impressions and feelings).® It became clear through his testimony that
even though he used the renderings as “visual aid[s] in appraising the property in the before
and after” to “visually see what the differences would be,” he could not explain what
specific elements in the visuals added or reduced value. /d. at 36:3-39:12. For example,
when shown a rendering of a two-lane road going down to one-lane in the After condition
near the Pike Street Market, he dismissively reasoned there would be no potential impact on
traffic because cars could still technically get through. Id. at 171:11- 173:11. When shown a
rendering of street improvements on Pike/Pine, he posited absurdly that seasonal variation
could explain the depiction of the same trees in the After condition nearly twice as tall as in
the Before. /d. at 173:17-175:4. For these reasons, Taxpayer appeals the following portions
of the Examiner’s Recommendation: 11.27 and IV.B.4.

43. Special assessment is not supported by comparable studies, data or reports.

Mr. Macaulay’s references to empirical research do not justify his fundamental assumption
that the LID Improvements will lead to meaningfully increased real estate values for
Taxpayer. Indeed, no City witness was able to explain how ABS Valuation used
comparable sales or information from the “over twenty-five studies and reports” to arrive at
very precise special benefit increases for the residential condominiums, including
Taxpayer’s properties. For example, although Mr. Macaulay stated that no single report or

study was directly on point due to the unique nature of the LID Improvements (see, e.g.,

® As an aside, this admission suggests that there should have been an explicit City Council
finding that properties within the LID would benefit from the improvements as a whole. See RCW
35.43.050. Without this finding, the cost and expense of each component must “be ascertained
separately, as near as may be, and the assessment rates shall be computed on the basis of the cost and
expense of each unit.” Id. In other words, Mr. Macaulay should have estimated the benefit to each
property from each component separately, consistent with the law and in recognition of his testimony
that not all properties benefit from all components.
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6/25/2020 Hrg. Tr. at 146:21-147:8), he could not explain how he made specific adjustments
in his parcel-by-parcel analysis other than to say that the studies generally provided “some
background to base decisions on.” See 6/23/2020 Hrg. Tr. at 161:5-162:12; see also
6/26/2020 Hrg Tr. at 118:7-19 (did not make any specific adjustments to account for
similarities and differences between these improvements and the comparable parks he
looked at).

44.  Ms. Hamel also explained that after considering the “over 25 studies and
reports” as background, ABS concluded that there was “no consensus among the many
reports reviewed as to a set block or foot radius that should be utilized.” Hamel Decl. at
33. So, they “took that information and calibrated it to the LID improvements and
conditions in Seattle[.]” Id. However, there is no analysis and no documentation on how
general principles articulated in the studies translated into specific property value increases.
ABS does not explain what the studies indicate should be an outer limit on impacts to
property value, and do not explain sow the different streetscape and “park-like” elements
were treated—only that they were treated differently.

45.  Mr. Macaulay purports to rely on Dr. Crompton’s research to justify the
assignment of incremental increase of 0.5% to 4% to property values within the LID.
However, among other critiques, Dr. Crompton testified that Mr. Macaulay’s reliance on his
research misinterprets his work in critical ways, including because the LID Improvements
manifest the characteristics of a parkway (not a park), and his research indicates that most of
a park’s impact on single-family home values occurs within a 500-foot range (or 1.5 blocks
in Seattle). See Hrg. Exhibit 94 (Crompton’s report). Further, updated research shows park-
related value increases are in fact smaller; that estimated increases are “best guesses” rather

than predictions of property value increases in a particular city; and that percentages do not
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account for diminishing returns after taking into account water views, which would be the
driving value enhancer. The latter is especially true in a city like Seattle where the sloping
topography grants most properties in downtown a water view.

46.  Rather than addressing Dr. Crompton’s critiques, Mr. Macaulay simply states
that this was just one source of information that was not entirely relevant because, among
other things, Dr. Crompton’s research dealt with parks and not streetscapes. However, Dr.
Crompton’s critiques were based on Mr. Macaulay’s own testimony that the core “park”
improvements are the Promenade, Overlook Walk, and Pier 58. Macaulay Depo. at 178:15-
180:2 (explaining that for purposes of “drawing boundaries around a park™ he was
considering only at Overlook Walk, Promenade, and Pier 58). Based on this testimony, Dr.
Crompton concluded that 500 feet via road from “park” improvements is just one or two
Seattle blocks and that Mr. Macaulay “inappropriately extend[ed] the LID impact
significantly beyond that which the park study indicated (even if it was legitimate to use the
park review’s findings).” Hrg. Exhibit 94 (Crompton’s Report) at 7. Indeed, the LID area
extends even past 2,000 feet from the core “park” improvements, which is the outer limit of
impact applicable to “community parks”—which the LID Improvements are not. /d.
Taxpayer’s properties are not within 500 road network feet from the “park” improvements.
See Hrg. Exhibit 104 (Ellen Kersten Decl.) at Exs. E, F.

47.  Further, Mr. Macaulay’s testimony that he analyzed streetscapes, parkways,
greenways, and park-amenities separately contradicts his insistence that he viewed all of the
six LID components together as one entity. See 6/23/2020 Hrg. Tr. at 167:15-180:16. And
based on the attention given to Dr. Crompton’s work in the Final Study and supporting

materials, it was clearly an important—if not the most important—source of information for

Perkins Coie LLP
NOTICE OF APPEAL — 30 10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Phone: 425.635.1400
Fax: 425.635.2400
149589188.1








0NN kAW~

AR DA DD R D WLWLWWLWWWWWWINNMNNNININNDIMNEN R = —m s —
NN LW, OOV IANNRER WD, OOXIANANNAEWN—R,OOINN A WN— OO

estimating special benefits (especially with respect to the condos).” No City witness
adequately explained exactly how Dr. Crompton’s research informed ABS Valuation’s
parcel-by-parcel analysis.

48.  Ms. Hamel’s testimony that Crompton’s report is “one of the first studies to
look at various correlations between parks and real estate values” and that “his study was
cited in many of the research studies and economic reports we reviewed” suggests that
without this study, ABS would have little to no basis for the special benefit estimates for
condos. Hamel Decl. at 4 37 (dated 6/26/2020).

49.  The destination parks discussed in the Final Special Benefit Study do not
provide reliable, comparable, and valid support for the calculation of special assessments
here. See Shorett Appraisal Review (attached to Appeal Petition) at 15-19 (Shorett’s
critique of every case study cited concludes the changes to those “dwarf the difference
between the before-after condition of the property with LID”); Gibbons 5/2/2018 Letter at 4;
Hrg. Exhibit 49 (P. Shorett’s Supplemental Report); 3/11/2020 (P. Shorett) Hrg. Tr. at
208:8-24; 3/12/2020 (P. Shorett) Hrg. Tr. at 6:19-7:18; Second Decl. of Shorett ISO Closing
Stmt., § 5 (explaining again why the San Francisco, Boston, and Portland case studies are
not in fact comparable). None of the parks cited in the Final Special Benefit Study were
funded by a LID. And in virtually all of those cases, the park improvements dramatically
restored unimproved or blighted areas, and properties evaluated were within two or three

blocks of the park.

7 Of the 62 files in Mr. Macaulay’s “2019 Report Info” folder, which he explained contains all of
the studies he relied on to prepare the Final Study (see Hrg. Exhibit 122 at § 12; 6/23/2020 Hrg. Tr.
at 152:10-154:18), 10 are authored by Dr. Crompton and 9 cite Dr. Crompton. Further, it appears
Dr. Crompton’s study is the only one that found property value increases up to 2,000 feet from a
park (or streetscape) improvement—other studies estimated premiums for real estate only much
closer or cited to Dr. Crompton.
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50.  ABS’s claimed reliance on three economic studies to support property value
increase is also flawed. The HR&A study does not inform what value increases are
expected from the LID Improvements because it projects increases to tourism from all of the
Waterfront Projects (not just those funded by the LID) and is based on tourism data from
dissimilar parks in other cities,® making the methodological application to the LID
speculative. Further, Mr. Macaulay appears to have selectively ignored the HR&A Study’s
conclusion that there would be no new net visitors from downtown residents as a result of
the LID Improvements and could not explain how this impacted his condo analysis.
6/25/2020 Hrg. Tr. at 152:15-153:21. The Texas A & M study on “The Impact of Parks on
Property Values” primarily focused on whether the benefits accrue to the larger community
rather than properties adjacent to the park. And the 2014 New York City Department of
Transportation study is not based on real estate transactions and market sales and fails to
substantiate any link between increased retail sales and property values. Moreover, this
study only looked at impact either directly abutting the streetscape improvement, or a couple
hundred feet for plaza-like improvements.

51.  Meanwhile, Mr. Macaulay decided not to include the Trust for Public Lands
(TPL) Study in the Final Report even though it is Seattle-specific. /d. at 171:21-17; Hrg.
Exhibit 124. One explanation of that this omission could be TPL’s estimate of the economic
impact of the whole park system on the Seattle economy is much lower—3$30 million as

compared with HR&A’s estimate of $191 million for just the waterfront improvements, and

8 These included distinct destination parks like Golden Gate Park, Hudson River Park, Rose
Kennedy Greenway, and Millennium Park where tourist “capture rates” varied from 5% (Rose
Kennedy Greenway in Boston) to 44% (Golden Gate Park in San Francisco). Further, the calculated
expected tourists visiting the LID park was calculated using data from only from New York City, a
notorious tourist destination.
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thus would counsel a much lower assessment. Hrg. Exhibit 124 at 3. Regardless, when
asked whether he considered that HR&A’s estimated LID impact is six times greater than
TLP’s assessment of Seattle’s entire park system, his surmised that it was because the
HR&A Study came out in 2019, whereas the TPL Study came out in 2011. See 6/23/2020
Hrg. Tr. at 172:19-173:10. But, he did not do any additional analysis and did not adjust his
assumptions to account for this difference, which may be partly explained by the fact that
the TPL study is Seattle-specific. Id. at 173:11-174:1. The TPL Study also estimated that
approximately 3.44% of King County tourists visit Seattle primarily because of the city
parks, whereas HR&A estimated that 55% of visitors would visit primarily because of the
waterfront improvements.

52.  Although proximity to the improvements is a key factor in all of these
studies, Mr. Macaulay could not explain in what circumstances he measured distance as the
crow flies or via travel routes. See 6/23/2020 Hrg. Tr. at 180:17-182:19. And he seemed to
not understand that for both the Trust for Public Lands study and Dr. Crompton’s study,
benefits extending out 2,000 feet were only observed for community parks that exceeded 40
acres. See 6/25/2020 Hrg. Tr. at 145:2-21. By contrast, the total size of the LID
Improvements is approximate 20 acres and it is not a community park.’

53. There is no explanation in the Final Study or the supporting materials of how
the studies or comparable sales were used to derive values for Taxpayer’s properties. For
these reasons, Taxpayer appeals the following portions of the Examiner’s Recommendation:

Sections I1.18, 11.20, 11.21, 11.22, 11.23, 11.24, 11.26, 11.30, I11.32, and IV.C.5.

? See
https://waterfrontseattle.blob.core.windows.net/media/Default/pdf/2019 0208 Waterfront LID FA
Qs_Final.pdf (“Waterfront Seattle will create about 20 acres of improved parks and public spaces
connecting Seattle’s central waterfront to downtown.”).
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54.  Failure to comply with USPAP. Taxpayer’s assessment also rests on a

fundamentally wrong basis due to the City’s appraiser’s decision to utilize a hybrid mass-
appraisal method. Randall Scott, a former mass appraiser responsible (and professionally
recognized) for developing the MAI standards for mass appraisals, testified that the Final
Study does not meet mass appraisal standards nor allow for independent assessment of the
accuracy of Mr. Macauley’s conclusions.

55.  Specifically, because the parcel-by-parcel approach is not a mass appraisal,
Mr. Macaulay was required to comply with USPAP Standards 1 and 2 which govern direct
appraisals. See Decl. of Randall Scott ISO Closing Stmt., § 4 (dated 7/7/2020). However,
the Final Study does not purport to comply with Standards 1 and 2. And Mr. Macaulay’s
testimony suggests that he incorrectly believed that the only difference between direct
appraisals and mass appraisals is the reporting. See 6/23/2020 Hrg. Tr. at 207:7-208:12;
6/25/2020 Hrg. Tr. at 140:23-141:7 (explaining that he does not have to comply with
USPAP Standards 1 and 2 because he has not written an actual report on any condo unit); id.
at 205:8-14 (explaining that his mass appraisal simply uses “limited techniques, such as
Gordon uses in doing his limited restricted report™).

56.  But the difference is not only in reporting—mass appraisal techniques must
instead comply with substantive standards in USPAP Standards 5 and 6. For example, as
Paul Bird (City’s witness) testified, the mass appraisal approach is distinct from a parcel-by-

parcel approach:

The mass appraisal technique is an appraisal method used to evaluate
a group of properties that are subject to similar market forces as of a
certain date through the use of market data, statistical analysis and
testing. As a result, the mass appraisal technique does not require or
involve analysis of each individual property’s specific data.
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Second Decl. of Paul Bird q 20 (dated 6/26/2020).

57. Indeed, USPAP’s definition for “mass appraisal” is “the process of valuing a
universe of properties as a given date using standard methodology, employing common data,
and allowing for statistical testing.” Appraisal Foundation, Uniform Standards of
Professional Appraisal Practice at 5 (2020-2021). And the definition for “mass appraisal
model” is “a mathematical expression of how supply and demand factors interact in a
market.” Id. Mr. Scott explains that a mass appraisal must use a model that is suitable for
statistical testing—otherwise, there would be no way to assess the accuracy or validity of the
mass appraisal. R. Scott Decl. ISO Closing Stmt., 9§ 4 (dated 7/7/2020).

58. Regardless of client direction, Mr. Macaulay is required to comply with
USPAP. So if, as he determined, a “[p]arcel-by-parcel direct appraisal” would not have been
economically feasible because it would have taken “an incredible amount of time and cost”
(6/18/2020 Hrg. Tr. at 125:15-10), then ABS Valuation should have conducted an appraisal
consistent with USPAP Standards 5 and 6. See also Hamel Decl. at § 8 (“performing an
individual appraisal of each [condo] parcel would have been cost and time prohibitive”).

59. But Mr. Macaulay’s methods fail to comply with USPAP Standards 5 and 6
because, inter alia, he fails to develop a model structure that reflects characteristics affecting
value, fails to calibrate the model structure to determine the contribution of the individual
characteristics affecting value, and does not review the mass appraisal results against actual
sales/data as a quality assurance/quality control check. See 3/3/2020 Hrg. Tr. at 216:18-
217:1;'° Decl. of Randall Scott ISO Closing Stmt., § 4 (dated 7/7/2020).

10 Standard 5 requires mass appraisals to develop a model structure that conceptualizes the
relationship between characteristics that affect value, and to calibrate that model to specify how
individual characteristics affect value. See USPAP Standard 5: Mass Appraisal, Development (2020-
21). The purpose is to rationally determine what characteristics will create value, and by how much.
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60. Mr. Macaulay explained that factors like “aesthetic change in the area, the
proximity to the elements, the increase in market rent, market vacancy changes,
capitalization rate changes, and things of that nature” drove value increases. 6/23/2020 Hrg.
Tr. at 211:14-212:3. But he could not specify how these factors were considered in his
“parcel-by-parcel” approach, and no one reviewing his work would have a clue. And he did
not calibrate his approach to determine how each factor contributes to value. /d. at 212:8-
213:5. As for reviewing the mass appraisal results, there were no criteria governing the
internal review process. Id. at 104:24-105:20. There is no documentation of the “internal
review process” for the condos. 6/25/2020 Hrg. Tr. at 165:13-18. And because both the
Before and After values were hypothetical, it was not possible to identify matched pair sales
and no City witness explained how ABS Valuation made adjustments to “comparable” sales
in order to check their conclusions. Finally, Mr. Macaulay failed to comply with Standard 6
which requires him to explain his model structure.

61.  For these reasons, Taxpayer appeals the following portions of the Examiner’s
Recommendation: Sections 11.28, I11.31 and IV.C.8. In addition, Taxpayer renews Objectors’
Motion To Exclude The Expert Testimony of Robert J. Macaulay, filed on April 8, 2020,

and appeals the Examiner’s denial of that motion.

This allows the mass appraiser to not only generate outputs, but also to test the reliability of the
model (and allow others to do so) by comparing the results of the model with actual sales. See
3/3/2020 (R. Scott) Hrg. Tr. at 197:7-15; 203:21-205:13 (explaining that it is typical to test output
against actual sales). USPAP Standard 6 sets forth the mass appraisal reporting requirements, which
include explanation of the model specification, data requirements, calibration methods, and
mathematical form of the final model. See USPAP Standard 6: Mass Appraisal, Reporting at 6-2(i)-
(0). Without this reporting, it is impossible for users of the appraisal report to determine how the
appraiser determined value, and this omission renders the report not credible. See 3/3/2020 (R. Scott)
Hrg. Tr. at 206:15-207:17.
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62.  Finally, Taxpayer’s properties are not appurtenant—or even in close
proximity—to any proposed improvements. See Hasit, 179 Wn. App. at 947 (“the burden of
proving special benefit” shifted to the City because the protestors’ parcels merely stood “in
close proximity to the property on which expert testimony was given”). Indeed, Taxpayer’s
properties are not even within 500 road network feet from the core “park” improvements.
And, as described above, the special assessment is overstated because the Final Study makes
no attempt to determine general benefits, existing amenities for Taxpayer’s specific
property, or special detriments. In addition, it is speculative due to the fact that, as of
October 2019, improvements were not in in place—and, in fact, much of the waterfront is a
construction zone following removal of the viaduct and now Pier 58 demolition. Under
these circumstances, rather than relying on entirely imaginary income and shaky
hypotheticals, Mr. Macaulay at the very least should have discounted the special benefit
estimates or waited to perform the Study until the improvements were at least close to
complete.

Erroneous Pre-Improvement Valuation

63.  The proposed final assessment erroneously overstates the pre-improvement
value of Taxpayer’s properties as of October 1, 2019 and, as a result, overstates the special
benefit to the Taxpayer’s properties.

64. The City’s Final Study was used to compute the proposed final assessment of
Taxpayer’s properties. The City’s Study purportedly uses data from the King County

Department of Assessments,'! but the pre-improvement valuation information in the Final

1 See, e.g., Final Special Benefit Study, “All Other LID Commercial Properties” Spreadsheet
(providing a “County Link” to the King County Department of Assessment’s online “cReal
Property” search tool).
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Study does not accurately reflect this data. The Final Special Benefit Study does not explain
this difference—or any differences—between its pre-improvement valuation and its
supposed source for market data. For this reason, Taxpayer appeals Section [V.C.11 of the
Examiner’s Recommendation.

65.  Further, the City’s analysis was based on unreliable market data. There was
no information about views from 1521 2nd Avenue Units 3800 and 3802, (CWF-0430 and
CWF-0431) on King County Assessor’s site even though there are significant views from
these properties.'? This is problematic given that other objectors’ cross-examinations—in
particular regarding the Waterfront Landing condos—effectively demonstrated that ABS
Valuation made incorrect assumptions about views for a significant number of properties.
See, e.g., 6/25/2020 Hrg. Tr. at 87:18-88:1; 89:7-91:23; 95:2-10; 97:2-99:14; 100:24-101:13
(for the Waterfront Landing, ABS Valuation did not discount for view blockages in the
Before condition as a result of the Pine Street Connector and instead simply assigned per
square foot values in $25 increments based on incorrect assumptions about corner units and
units on higher floors).

66. Thus, aside from multiple other reasons why computation of the special
benefits was flawed (discussed further below), the assessment is based incorrectly on pre-
improvement values that do not accurately reflect market data. For these reason, Taxpayer
appeals the Examiner’s recommended denials on page 106 of the Examiner’s

Recommendation.

12 See
https://blue.kingcounty.com/Assessor/eRealProperty/Detail.aspx?ParcelNbr=2538831480;
https://blue.kingcounty.com/Assessor/eRealProperty/Detail.aspx?ParcelNbr=2538831480.
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Erroneous Computation of Special Benefit

67. “Special benefit” is “the increase in fair market value attributable to the local
improvements.” Doolittle, 114 Wn.2d at 103. “A benefit that a particular piece of property
may receive by reason of the improvement is not measured alone by the physical character
or cost of that portion of the improvement upon which the property abuts. La Franchi v. City
of Seattle, 78 Wash. 158, 165, 138 P. 659, 662 (1914). “The question is: To what extent is
the particular tract or property benefited by the entire improvement, and is it assessed
proportionately with the other property included within the assessment district?” Id. 165—
66.

68.  The proposed final assessment erroneously overstates the special benefit of
LID improvements in a number of ways.

69.  Arbitrary assignment of special benefit. The City’s Study computed the

proposed final assessment by multiplying the market value of the property without the LID
improvements by 2.7%, which the City contends represents the estimated special benefit of
the LID improvements applicable to all condo owners in Taxpayer’s building. However,
there is no analysis and no documentation on how general principles articulated in the
studies translated into the specific property value increase for Taxpayer’s properties.

70. It also bears noting that any “internal review” of the special benefit estimates
would have been largely arbitrary given Mr. Macaulay’s testimony that there is no margin of
error. Indeed, given all the same information, he seemed to suggest that it would be
perfectly reasonable for another experienced appraiser to come up with special benefit
estimates that were five times higher than his estimates. 6/23/2020 Hrg. Tr. at 93:2-12; see
also id. at 89:20-90:2 (testifying that it might be reasonable for two appraisers with the exact

same quality of data to be 50% off). Ultimately, his repeated insistence that there is no
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margin of error conflicts with the testimony of Taxpayer’s experts and reaffirms that there
are absolutely no standards governing his process. See id. at 91:6-94:5. Even if the typical
margin of error (5%) is a “rule of thumb” and not a “hard legal standard,” there are still
reasonable and unreasonable variations within the appraisal field. See Examiner’s
Recommendation at IV.B.4. Thus, the special assessment is not actual, measurable or
special because it is arbitrarily assigned; and it is too small to realistically be supported by
appraisal techniques.

71. No evidence of special benefit. Meanwhile, there is “no actual evidence from

any seller or purchaser that the price was higher because of the LID improvements.”
Bellevue Plaza, Inc, 121 Wn.2d at 409. As in Bellevue Plaza, the City’s appraiser “has not
identified any seller or buyer, or any particular property where the existence of the LID
improvements had an effect on the market price.” Id. at 410-11. Taxpayer has explained
that the property has not increased in value due to the forthcoming LID Improvements,
because, among other reasons, the improvements ABS believes will generate value do not
exist, and will not for a number of years to come. There are no comparable sales because
the LID Improvements are not in place, nor will they be until the end of 2024 if completed
on schedule.

72.  The fair market values of Taxpayer’s properties have not changed due to
increased waterfront view. Cf. Appeals of Jones, 52 Wn.2d 143 (property was not specially
benefited from installation of new water main and fire hydrant where it was already
adequately supplied with water and afforded adequate fire protection). As explained above,
both units face west and already have full westerly views. And because the building
purchased the space to the west, the view is protected from further development. Unit 3802

also has a south-facing view of Mt. Rainer, the stadiums, and south Seattle. Unit 3800 has a
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north-facing view as well. Instead of increasing waterfront views, the Waterfront LID
improvements may actually decrease value of these units due to worse looking views during
construction and more difficult views for the future due to lighting.

73.  There is no special benefit because LID improvements in fact diminish the
value of Taxpayer’s properties due to construction, increased traffic, decreased access to
existing businesses and restaurants (especially during construction), potential increase in
crime and sanitation issues due to the City’s failure to maintain the park, and decreased
parking availability. See Kusky, 85 Wn. App. 493 (testimony of owners’ expert that LID
actually diminished value of property was sufficient to rebut presumption that assessment
was proper). Moreover, for Taxpayer’s properties, the improvements will more than likely
make waterfront access worse, first during the years of construction and then further by
creating structures, trees, etc., where access is currently unimpeded.

74. The assessment formula is an attempt to distribute costs that do not relate to
special benefits. See Bellevue Plaza, Inc., 121 Wn.2d at 416 (model cannot be “merely a
mathematical model that distributes costs™).

75. The Special Benefit Study fails to address whether the $346,000,000
estimated LID project cost takes into account the investment that would have occurred in the
LID area anyway. Furthermore, there is no spatial presentation concerning where dollars are
invested. This is a critical component of estimating which properties receive a direct benefit
from the improvements, versus more incidental benefits further from the park.

76.  The proposed final assessment substantially exceeds the special benefit to the
property and is disproportionate to similarly situated properties within the LID. For these
reasons, Taxpayer appeals the following portions of the Examiner’s Recommendation:

Sections 11.22, 11.23, 11.27, IV.B.4, IV.B.11(a)(iii), and IV.C.15.
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State Environmental Policy Act and Other Environmental Permitting

77.  While this appeal is not challenging the City’s environmental review and
permitting processes, those processes are relevant in determining the legality of the
assessments, and to assessing the delivery risk, the present value of the City’s plans, and
ultimately the amount of the assessment. If the roll is finalized, the City will commit to
pursue projects that have not yet undergone environmental review (thus limiting the choice
of reasonable alternatives to those projects). For example, if the roll is finalized, the City is
committed to build all of LID Improvements, even though NEPA review of Pier 58 (and 63)
is just beginning. Further, the City has segmented environmental review, and still has a
gauntlet of federal, state and tribal review processes to complete before it will be clear what
the City can legally build, and when. See Summary and Fiscal Note, Sea. City Council Bill
No. 119447 at 3 (Jan. 28, 2019); see also SMC 25.05.070(A), SMC 25.05.440(D)(2)(b),
SMC 25.05.406 and their counterparts in the SEPA Rules, Chapter 197-11 WAC. Either the
City is violating SEPA and chapter 25.05 SMC by finalizing the assessment roll and
committing to reconstruction of Pier 58 and major street improvements without
environmental review, or the City’s Final Special Study has improperly included and is
proposing to assess the Taxpayer the costs and special benefits of improvements that may
not get built. Either way, it is faulty process.

Due Process Rights

78. The City’s failed to notify Taxpayer sufficiently in advance of the hearing to
allow Taxpayer to obtain evidence and prepare to properly challenge the assessments.
Because LID assessments involve a deprivation of property, affected owners have the right
to a hearing as to whether the improvement resulted (or will result) in special benefits to

their properties and whether their assessments are proportionate, which necessarily includes
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the right to adequate notice of the hearing. Carlisle v. Columbia Irrigation Dist., 168 Wn.2d
555, 569-70, 229 P.3d 761 (2010).

79. The LID statute specifies that cities must mail notices giving the time and
place of the hearing to the affected owners “[a]t least fifteen days before” the hearing and
publish the notice once a week for 2 consecutive weeks in the city’s official newspaper, with
the final publication at least 15 days prior to the hearing. RCW 35.44.090. However, strict
compliance with the statute does not necessarily satisfy due process. Hasit, 179 Wn. App. at
956. The key inquiry is whether the owner had sufficient time to gather evidence (and
secure their own appraisal), evaluate proportionality of the proposed assessments, and
whether the owner asked for more time. /d. (noting that 15 days was entirely “insufficient
for anybody to get an appraisal”).

80. The City’s Notice of Assessment was sent on December 30, 2019. And the
Final Special Benefit Study has only been available for public review since January 7, 2020.
Due to this short time frame, Taxpayer requested a prehearing conference and scheduling
order that would preserve and protect Taxpayer’s right to analyze and respond to the Final
Study, obtain expert appraisal testimony, conduct depositions, and to accommodate
preliminary motions (e.g., with respect to the interplay between SEPA and the City’s
assessment of taxes for Pier 58 and Pike/Pine improvements). The Hearing Examiner
erroneously denied that request. For this reason, Taxpayer appeals the following portions of
the Examiner’s Recommendation: [.B.

VII. Relief Requested
Taxpayer respectfully requests that the City Council:
1. Reject the Hearing Examiner’s recommended denial of Taxpayer’s objection;

and
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a. Cancel the Waterfront Local Improvement District No. 6751 proposed final

assessment dated December 30, 2019; or

b. Revise Taxpayer’s Waterfront Local Improvement District No. 6751

proposed final assessment to $0 (zero), or such amount as Taxpayer

establishes at the hearing in this matter; or

c. Remand the matter to the Hearing Examiner or City appraiser to recalculate

and reduce Taxpayer’s assessment using recognized appraisal techniques

consistent with USPAP and:

1.

ii.

1il.

1v.

Excluding any property value increase attributable to viaduct removal
and other planned WSDOT Improvements;

Taking into account the effects of the COVID-19 pandemic on the
value of Taxpayer’s property and other relevant developments since
October 2019;

Accounting for and excluding (1) any special benefits from existing
or planned improvements that already provide similar benefits to
Taxpayer’s property, and (2) any special detriments from construction
and other anticipated LID-related disamentities;

Accounting for and including only those actual benefits anticipated to
accrue to Taxpayer’s property based on its location relative to Pier 58,
Overlook Walk, and the Promenade, and specific elements of the LID
Improvements;

Discounting anticipated special benefits to present value, based on
reliable estimates regarding when special benefits will start accruing

following completion of the LID Improvements; and
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V.

Accounting for such other issues specific to Taxpayer’s property

relevant to calculation of such assessment; and

2. Grant such further relief as the City Council deems just and proper.

DATED: September 22, 2020

By:

PERKINS COIE LLP

R. Gerard Lutz, WSBA No. 17692
JLutz@perkinscoie.com

Megan Lin, WSBA No. 53716
MLin@perkinscoie.com

Perkins Coie LLP

10885 N.E. Fourth Street, Suite 700
Bellevue, Washington 98004
Telephone: 425.635.1400
Facsimile: 425.635.2400

Robert L. Mahon, WSBA No. 26523
RMahon@perkinscoie.com

1201 Third Avenue, Suite 4900
Seattle, Washington 98101
Telephone: 206.359.8000
Facsimile: 206.359.9000

Attorneys for RRRR Investments LLC
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Submission/Exhibit E RCW 35.43.050 Noncontinuous Improvements.pdf

RCW 35.43.050: Authority—Noncontinuous improvements. https://app.leg.wa.gov/RCW/default.aspx?cite=35.43.050

#w WASHINGTON STATE LEGISLATURE £

RCW 35.43.050

Authority—Noncontinuous improvements.

When the legislative body of any city or town finds that all of the property within a local improvement district or utility local
improvement district will be benefited by the improvements as a whole, a local improvement district or utility local improvement district may
include adjoining, vicinal, or neighboring streets, avenues, and alleys or other improvements even though the improvements thus made are
not connected or continuous. The assessment rates may be ascertained on the basis of the special benefit of the improvements as a
whole to the properties within the entire local improvement district or utility local improvement district, or on the basis of the benefit of each
unit of the improvements to the properties specially benefited by that unit, or the assessment rates may be ascertained by a combination of
the two bases. Where no finding is made by the legislative body as to the benefit of the improvements as a whole to all of the property
within a local improvement district or utility local improvement district, the cost and expense of each continuous unit of the improvements
shall be ascertained separately, as near as may be, and the assessment rates shall be computed on the basis of the cost and expense of
each unit. In the event of the initiation of a local improvement district authorized by this section or a utility local improvement district
authorized by this section, the legislative body may, in its discretion, eliminate from the district any unit of the improvement which is not
connected or continuous and may proceed with the balance of the improvement within the local improvement district or utility local
improvement district, as fully and completely as though the eliminated unit had not been included within the improvement district, without
the giving of any notices to the property owners remaining within the district, other than such notices as are required by the provisions of
this chapter to be given subsequent to such elimination.

[ 1985 ¢ 397 § 2; 1967 ¢ 52 § 3; 1965 ¢ 7 § 35.43.050. Prior: 1957 ¢ 144 § 14; prior: 1947 ¢ 155 § 1, part; 1941 ¢ 90 § 1, part; 1915 c 168
§ 2, part; 1911 ¢ 98 § 13, part; Rem. Supp. 1947 § 9365, part.]

NOTES:

Authority supplemental—1985 ¢ 397: See RCW 35.51.900.

Construction—Severability—1967 c 52: See notes following RCW 35.43.042.

1of1 2/26/2020, 7:52 PM
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Exhibit 5







John Crompton
1515 Foxfire Dr
College Station, TX 77845

RE: Waterfront Seattle LID Special Benefits Report — File Ref: 19-0101 — November 18,
2019
Authored by ABS Valuation.

Dear Mr. Lutz,

You requested me to “assess whether Mr. Macaulay and team have properly applied your and
related studies in the City’s study, whether the benefit areas and assigned special benefits are
supportable or speculative, and how, in the absence of a site-specific study of these proposals,
you would apply the information to be included in your new book.” My comments are arranged
under eight headings.

Updated material

The Appraiser (Mr. Robert Macaulay) based his use of my work on an article published in the
Journal of Leisure Research (JLR) in 2001!. Since its appearance, this article has been cited in
335 other articles published in the scientific literature. The high citation rate suggests it has been
viewed as a foundation paper upon which other economists and social scientists have built. The
appraiser also referenced that it was “updated in 2014”. He does not cite a reference for the 2014
update, and I am unaware of such an update. I did publish a book in 2004 addressing the same
issue.? T assume that is the update to which he is referring. That book incorporated the material
from the JLR publication, and did not update it. It was written in non-scientific language,
because it was targeted at a professional rather than a scientific audience.

The Appraiser (p.45) correctly cites the 2001 article as concluding, “A positive impact of 20% on
property values abutting or fronting a passive park area is a reasonable starting point guideline”
(p-29). However, the Appraiser did not note that this conclusion was preceded by an important
qualification: “A definitive generalizable answer to [the magnitude of the proximate effect] is not
feasible given the substantial variation in the size, usage and design of park lands in the studies
and the disparity in the residential areas around them which were investigated... If it is a heavily
used park...then the proximate value increment may be minimal on abutting properties but may
reach 10% on properties two or three blocks away” (p.29).

In 2020, together with a co-author, I updated the 2001 JLR article (51(2), 127-146). Since the new
findings were published only a few months ago,? obviously, the Appraiser did not have access to
these updated findings. However, if he had contacted me, I would have made the paper available
to him. It was first submitted to JLR for review in November 2018 and after changes made in
response to suggestions offered by expert reviewers, it was published online on August 12, 2019.

The 33 studies located in the scientific literature that addressed this issue which we reviewed were
much more accurate that those reviewed in the earlier article, reflecting five methodological
developments that emerged around the start of the new millennium: Hedonic models became more







robust; statistical tools associated with hedonic analyses were more sophisticated; Geographic
Information Systems enabled distance to be measured along road networks rather than straight
lines; electronic data bases from Multiple Listing Services enabled larger samples to be used; and
market sales rather than appraised values were used. As a result of these improvements our updated
review concluded:

“When the highest premiums reported in each study were tabulated, an approximately
equal number were assigned to each of three categories: less than 4%, 5%-9%, and 10% or
more. This suggests the recommendation from the 2001 review that 20% on property
values abutting or fronting a passive park area as a reasonable starting point guideline was
overly generous. A more appropriate starting point guideline on this kind of property would
appear to be 8%-10%" (p.15).

Differences in Types of Properties.

The studies reviewed in both the 2001 and 2020 JLR publications predominantly used single-
family homes in their samples. This is different from the mix of residential units in the LID
which are comprised almost exclusively of apartments and condominiums.

Our 2020 JLR review concluded:

The percentage premium associated with multifamily properties or small lots was higher
than that associated with single-family or large lot properties. This finding was consistent
in all nine studies that addressed this issue. It is explained by privately owned yard space
associated with single family homes serving as a partial substitute for public parks
(p.147).

Backyards in single family homes frequently contain such items as playground equipment,
exercise equipment, decks with tables and chairs, barbeque facilities, basketball hoops, and grass
spaces for Frisbee, soccer, tag or whatever. These amenities facilitate socialization and
entertainment for family and friends. For many, they become the center of home and neighborhood
life. In essence, in some homes the backyard substitutes for, and replaces, some of the facilities
typically incorporated into neighborhood parks.

Hence, a case can be made that the premiums for apartments and condominiums in the LID are
likely to be larger because they have no backyards, and the availability of a proximate park
compensates for this lack of private space.’ However, the LID “park improvements” are best
characterized as a parkway not a park. The “park opportunities” do not appear to incorporate
these types of facilities or to be designed to perform this function. Rather, it appears designed as
an attractive corridor to facilitate exercise, and exposure to the ambiance of water views.

The Appraiser provides a separate spreadsheet for “All other LID Commercial Properties”. It is
unclear to me if the JLR review was used in ascertaining premiums for these 1,051 properties
but, clearly, it is not appropriate to extrapolate its findings for deriving values for high rise office
buildings, retail uses, hotels et al.







The exemplar demonstrating the impact of rejuvenated or new park land on commercial values
was Bryant Park in New York City. Attached as an appendix to this report is a description of its
rejuvenation that I included in my most recent book which the publishers tell me will be released
next month.*

The success of the rejuvenation of that 8-acre park in the early 1990s which generated
substantial increases in commercial office rents for the surrounding properties, led many other
cities to emulate it. However, almost all the premiums associated with those parks are captured
by properties directly fronting on to the parks, and they do not extend much beyond that
immediate area. This is reflected in the narrow geographic area of the Business Improvement
Districts that typically are established to fund and subsequently maintain such parks. It appears
the Appraiser has extended the range for commercial property assessments far beyond those
immediately abutting the LID “park improvements”.

Are the “Park Improvements” Best Characterized as a Park, Greenway or Parkway?

The Appraiser’s suggestion that the green space in the LID is a “park™ is a misrepresentation.
Although the area incorporating the “park improvements” appears to be approximately 36 acres,
two-thirds of that 36 acres appears to be hardscape. This suggests the appropriate designation is
“parkway” rather than “park”. This distinction is critical, because the JLR review to which the
Appraiser frequently refers pertained exclusively to “parks and open space.” It did not refer to
parkways or greenways. The importance of the distinction stems from the empirical literature
that shows the premiums from parks on property values are likely to be much higher and to
extend for a greater distance, than those from parkways or greenways.

In the narrative relating to his valuation of residential condominiums, the Appraiser makes it
clear he is referring to premiums associated with parks rather than parkways or greenways. For
example, “The research presents clear indications that well-designed park and street
improvement projects have a positive effect on surrounding neighborhoods and property values”

(p-82)

The Appraiser appears to implicitly acknowledge the distinction between parks, parkways and
greenways, because three of the six projects he examined to “compare various project
components” were parkways or greenways, rather than parks. (Tom McCall Parkway, Rose
Kennedy Greenway, and Embarcadero Parkway).

In his exposition of the tools used in his valuation analysis, the Appraiser states:

“As mentioned throughout, increases in market value of individual parcels result
primarily from enhanced location (improved pedestrian connections, open space,
streetscapes) which, in turn, enhances the aesthetic appeal of the waterfront and a large
segment of the downtown CBD” (p.59).

Later, in his valuation summary describing the impact of the LID he states:

“With the LID in place, there is a new waterfront promenade, consisting of continuous
open space on the west side of the waterfront corridor from Pine Street to South







Washington Street, with enhanced landscaping and streetscapes. Pedestrian accessibility
to the waterfront and view opportunities are greatly improved” (p. 80).

Parks are conspicuously absent from these descriptions. Rather, they describe beautification of a
highway with an accompanying well-landscaped promenade.

The genesis of American parkways lies in the tree-lined boulevards of Paris that were established
in the 18" and 19" Centuries. They were designed for “promenading”. The belief was that
pedestrian walkable areas would add value to proximate residences.’ They were transposed to the
U.S. by Olmsted and Vaux, the highly influential landscape architects who were responsible for
many of the pioneering large urban parks in the U. S. For the most part, they preferred the term
“parkways” to “boulevards™ but they used them as synonyms.

Their parkways were intended to serve either as a means of approach to a large park or as a
connection between large parks. Parkway was defined as “a road that is of picturesque character
bordered by trees and shrubs,”® and they were regarded as “narrow informal elongations”.
Commercial vehicles were barred and the intent was to make driving through them a recreational
experience.’” This meant that most of the benefit was conferred on those driving along the artery,
and on those fronting on it who enjoyed views and exposure to the intensive landscaping.

Parkways were designed for through traffic and all intersections were either bridged or tunneled
under the parkways. The central drives were flanked with generous 30-35-foot pedestrian
medians. Parallel 25-foot side roads for local and commercial traffic were constructed along with
side-walks. All elements of a parkway were separated by two rows of trees. Although it does not
possess all these elements, these descriptions appear to be reasonable representations of the LID
“park improvements”.

Importantly, in the context of the LID, it was believed that added real estate value from parkways
was confined to properties directly fronting on to them. Kansas City was renowned for its system
of parkways. In a report to his Board of Park Commissioners in 1910, George E. Kessler, the
superintendent of parks, who was a highly regarded national figure in the parks field, stated:
“Conservative real estate men [in Kansas City] estimated the present value of the grounds
fronting on the Kansas City boulevards, less building improvements. They compared this
valuation with that of ground fronting adjacent streets which were not on boulevards. They found
that the difference in favor of the boulevards real estate was $250,000 more than the entire cost
to taxpayers of all the parks and boulevards embraced in the system.”®

The distinction between a highway and a recreational parkway disappeared from the U.S. urban
infrastructure vocabulary after the Second World War. Today, when the term “parkway” is
adopted, the intent is generally to upgrade perceptions of an artery’s status from an ordinary city
street by providing more comprehensive landscaping and, consequently, conferring on it the
image properties associated with the word ‘parkway”.

In the last two decades of the 20" Century, the term “greenways” entered the urban infrastructure
lexicon. Greenways are not wide swaths of land like parks, rather they are relatively narrow
corridors that have two major functions: (i) to link and facilitate hike and bike access between







residential areas and places of employment and/or parks; and (ii) to provide opportunities for
linear forms of outdoor recreation (e.g. hiking, jogging, bicycling, inline skating, and ordinary
walking).

Their popularization stemmed from the 1987 report of the President’s Commission on Americans
Outdoors. The Commission recommended communities establish “greenways”, which they
defined as “corridors” that “provide access to open spaces close to where they live.” The
Commission conceptualized these greenways as “fingers of green that reach out from around and
through communities all across America” (p.142).° The first extended work exploring the
potential of greenways followed soon after and defined greenways as “linear open
spaces...converted to recreational use” (p.1).!°

Most of the enhanced value of parks derives from people’s willingness to pay a premium to be
proximate to the tranquility, peace and psychological relaxation many parks provide. In contrast,
enhanced property values associated with greenways are likely to come from access to a trail,
rather than from views of nature or open space. It is their functionality or activity potential that is
likely to confer most added value, rather than the panorama and ambiance associated with parks.

In my 2004 Proximate Principle book?, the “plug and chug’ estimation process from which the
Appraiser garnered the blocks measure that is described in the following section, I asserted:

“Results from the limited number of empirical studies available at this point indicate that
while trails are unlikely to exert a negative impact on proximate values, there is
insufficient evidence to suggest they have a positive impact. The dominant sentiment is
that trails have no impact on property values, so no proximate premium is recommended
for them here” (p.11).

While the Appraiser elected to use the blocks measure from the ‘plug and chug’ “best guess”
estimation procedure, he chose not to use the trails findings. These are not as accurate a
descriptor for the LID as “parkway” but are a closer depiction of the “park improvements” than
parks.

Again, in a recent article, a co-author and I updated those greenway trail 2004 results. We
reviewed 20 studies which had been published since 1999 that measured the impact of
greenways and trails on proximate property values using hedonic analysis. None of these
greenways resembled the LID in having a major highway running through them. Many of them
were “rails to trails” projects which transformed disused railroad tracks into hike and bike trails.
Our review of greenway trails concluded: “The results indicate that a small positive premium of
between 3% and 5% was the most widespread outcome for single-family homes located
proximate to a trail.” (p.97).!!

Distance for which the “Park Improvements” Impact Property Values.
The 2001 JLR study concluded:

The diversity of the study contexts makes it non-feasible to offer a generalizable
definitive answer to the question concerning the distance over which the proximate







impact of park land and open space extends. However, there appeared to be wide
agreement that it had substantial impact up to 500 feet and that in the case of community
sized parks it extended out to 2,000 feet (p. 29.)!

The 2020 JLR updated review similarly concluded: “This synthesis endorsed a conclusion from
the 2001 review that high premiums generally were limited to properties within 500 feet, but for
large parks they extended out to 2,000 feet” (p.142).3

Both the JLR 2001 and 2020 scientific papers reported the range of impacts in feet. They made
no reference to number of blocks. However, the Appraiser discarded the use of feet and replaced
it with “blocks”. He did that throughout his report, which allows the reader to incorrectly infer it
was a synonym for the feet measure.

His blocks measure stems from my 2004 Proximate Principle book, which was written for a non-
science, professional audience.? In that volume, I included an approximation ‘plug and chug’
simplified procedure, based on the empirical findings, that non-scientists could adopt for use in
their communities. [ explained it was a template: “it is emphasized that this approach only offers
a rather crude ‘best guess’”. The template suggested, “The area of proximate impact of a park
should be limited to 500 feet or three blocks” (p.9). My intent in using the three-block term was
to reify the 500 feet range metric. The magnitude of 500 feet is relatively difficult to grasp,
whereas three blocks is easily recognizable. It reflected the approximate distance in most of the
contexts in which the studies in our review were undertaken. It was anticipated the block
synonym would be more understandable and easier for non-scientists to grasp. The intent was to
offer a synonym for 500 feet, not an alternative to it. Clearly, if the block measure is applied to
the 300-f00t blocks that are more typical in the LID than the intended 150-feet distance, it
extends the impacted area far beyond the 500-feet distance reported in the JLR studies.

In his interpretation of that statement (“The area of proximate impact of a park should be limited
to 500 feet or three blocks™), the Appraiser states:

“In terms of direct residential impact, John Crompton’s ongoing studies into the impact
of parks on property values have been used by municipalities across the country.
Crompton’s “proximate principle” represents a “capitalization” of park land into
increased property values and a widening of the tax base. One major finding based of his
results deals with the location and proximity of property to the park improvements—both
in urban and suburban environments:

e 75% of the benefit from a park is captured within 500 feet, or three blocks.

e The remaining 25% of the benefit is likely dissipated over a 500 to 2,000-foot range,
or 4 to 12 city blocks” (p.83 & p.46).

In his first bullet, the Appraiser inserts a comma between the two measures, “...within 500 feet,
or three blocks”. This comma was added by the Appraiser. It was not in the original Crompton
manuscript. This insert reinforces an inference that the two measures are alternatives, whereas
without the comma they are more likely to be accurately recognized as synonyms which was the
Intent.







The Appraiser throughout his report, disregarded the 500 and 2,000-feet measures and used only
the blocks measures for the LID assessments. In addition to the comma insert, the above
statement misrepresents my work in six ways:

It inappropriately applied findings from our review of parks to a parkway.

The parks review was based on residential dwellings, predominantly single-family
homes, and the Appraiser inappropriately extended the findings to include commercial
buildings.

At my request, a GIS map was produced using the network metric showing the LID
boundaries and proximate distances to the “park improvements” and it is attached to this
report as appendix 2. It shows that 500 feet distance from the “park improvements” is
either one or two blocks. Hence, using the block measure, rather than the feet measure
that was reported in the JLR review, has the effect of inappropriately extending the LID
impact significantly beyond that which the park study indicated (even if it was legitimate
to use the park review’s findings).

The Appraiser’s extension of the impact distance to 12 blocks was an incorrect
interpretation of our work for two reasons.

o First, our conclusion that often a small increment of impact extended out to 2,000
feet applied to “community parks”. The definition of community parks in the
Seattle Parks Department Master Plan is: “Community parks satisfy the
recreation needs of multiple neighborhoods. They generally accommodate group
activities and recreational facilities not available at neighborhood parks. They
may have athletic fields, large open spaces, paths, benches, natural areas, and
restrooms. Community parks are accessible by arterial or collector streets, and
usually include off-street parking” (p.97)'2. The enhanced array of amenities
included in community parks accounts for them often adding a small increment
of value to properties within 2,000 feet. Clearly, the proposed “park
improvements” in the LID do not incorporate a comparable array of amenities
and so, use of the 2000-feet metric is inappropriate.

o A second incorrect interpretation was the failure to recognize that all the studies
reviewed in our most recent JLR paper used network analysis to measure impact
distance. This means the 2,000 feet refers to distance along road networks, not
“as the crow flies”. When the distance from the “park improvements” is
measured along roadways, the range of impact is much smaller than is shown by
the current LID parameters.

The GIS map shows the LID includes corridors extending east across Alaskan Way up to
Western Ave and the Pike Place Market vicinity. Clearly, these are not “park
improvements”. They bear no relationship to the park sites that constituted the samples
studied in the JLR reviews.

These inaccurate interpretations of our work resulted in the Appraiser inappropriately concluding
(referencing a streetscape study as well as our JLR review): “Both studies indicate a







geographical radius of benefit within 12 blocks, but most significantly within the first three
blocks” (p.56).

Use of the Park Quality Scale.

The Appraiser states: “Based on Crompton’s park rating scale and considering the existing
waterfront amenity, the Waterfront Seattle project would increase the quality rating from above
average to excellent, which indicates an average increase in value of 5% for condominiums
within a three-block radius” (p.56). This is a misapplication and misinterpretation of my work.
The reality of the Appraiser’s conclusion is that it is based on his judgement, experience and
expertise; it does not derive from any of my publications or from scientific empirical findings.

In the 2004 Proximate Principle book a “Park Quality Scale for Determining Proximate
Principle Premiums” was included, as part of my ‘plug and chug’ approximation procedure. The
Appraiser reproduces it in his report (p.46) as shown below.

Park Quality Scale for Determining Proximate Premiums

Unusual A signature park; exceptionally attractive; natural resource based;
Excellence | distinctive landscape and/or topography; often mentioned in

sales advertisements for nearby properties; well maintained;
genuine ambiance; engenders a high level of community pride and
“passionate attachment.”

Above Natural resource based; has charm and dignity; regarded with

Average affection by the local community; pleasant; well maintained.

Average Rather nondescript; not really “noticed” by the local community;
adequately maintained; no distinguishing features

Below Sterile; absence of landscaping or trees; athletic fields with noise,

Average lights, congestion; intensive use

Dispirited, | Dilapidated, decrepit facilities; broken equipment; unkempt, dirty;
Blighted unofficial depository for trash; noisy; undesirable groups congregate
there; rejected and avoided by the community

Immediately following the Park Quality Table in the Appraiser’s report, his narrative continues
as follows (p.47):

e Condominiums within a three-block radius typically experience increases in property

value of:
Quality of Park Distance Green Premium
Excellent-Average 1 block 16-20%
Excellent 1-3 blocks (500ft) 15%
Above Average 1-3 blocks (500ft) 10%
Average 1-3 blocks (500ft) 5%
Poor 1-3 blocks (500ft) -5%








In the case of the Waterfront Seattle project, it is important to consider that there is an
existing waterfront amenity; the current waterfront area can be rated as average to above
average since it provides a unique public amenity, However, when considering the
waterfront area as extending east across Alaskan Way up to Western Avenue and the Pike
Place Market vicinity, the rating declines to merely average due largely to the poor
connectivity with city streets. The existing alleys, stairwells, and dim lighting areas
contribute to an undesirable atmosphere, especially at night, despite the active foot traffic
and tourist-oriented venues along the waterfront. The reader is referred to the City-
provided documents in the addenda volume for further discussion and descriptions of
existing or “without LID” conditions.

With the project elements completed, the area will be upgraded to excellent, which
indicates an average 5% increase in condominium values situated within three blocks of
the improvements/new amenities. Note that this is an average based on empirical data and
is utilized for background information when analyzing the subject project elements.

The above article sets up a good basis for the argument that a larger, linear, well-
maintained public park that attracts active users — such as the Seattle waterfront park —
will likely have a positive impact on residential property values and that the most benefit
is evident within a two- to three- block radius.”

There are three concerns relating to the Appraiser’s table:

1). The columns in the “increased property value” table are different from those used in the
Park Quality Scale which the Appraiser purports to represent:

Under the “Quality of Park™ heading, the Appraiser uses different ratings than are used
in the Scale. The source, rationale, criteria and definitions of the descriptors that
comprise the new rating scale are not explained. The new scale is not derived from the
Quality of Park Scale. Indeed, there appears to be no connection between them
Under the “Distance” heading he introduces a new category “l block™. No rationale is
provided for it. The subsequent categories refer to the 1-3 block measure which he
parenthetically infers equate to 500ft, but in fact in the LID context a three-block
measure significantly exceeds that range.
The “Green Premium” heading in the third column is a new term that the Appraiser has
introduced. The source of the percentage premiums used in this column is not explained.
They seem to be entirely arbitrary. They do not come from the original table in the 2004
Proximate Principle publication which stated:
“Based on the results reported in the monograph, the suggested premiums applied to
all single-family home properties within the 500-foot proximate area for each of the
three highest categories shown the Table are;

Unusual excellence: 15%
Above average: 10%
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Average: 5%”

Clearly, the premiums suggested by the Appraiser are much higher than those emanating
from the 2004 publication from which he inappropriately infers they are derived.

2). The definition descriptors in Crompton’s Park Quality Scale were developed
specifically for parks. They do not fit the context of the LID parkway. To use them in this
way is like comparing the tastes of artichokes and apples. If the Appraiser required a
similar scale for the parkway to guide his judgements, then he needed to develop a scale
that fits the LID context. Clearly, on its face the scale lacks validity.

3). With a co-author, I recently finished an update of the 2004 Proximate Principle book
that addresses the impacts of physical amenities on property values. Again, it is targeted
at a non-scientific audience. It will be released by Sagamore/Venture Press in the next
few weeks.* It updates the ‘plug and chug’ numbers. In this revision, the suggested
premiums on single-family homes within the 500-foot proximate area for each of the
three highest categories shown in the Park Quality Scale table are;

Unusual Excellence: 10%

Above Average: 5%

Average: 3%.

These much smaller percentages reflect the more accurate lower premiums reported in
the post-millennium studies.

In addition to concerns with the table, there are three concerns with the narrative cited above that
follows it:

a)

b)

The narrative states “the current waterfront area can be rated as average to above average
since it provides a unique public amenity”. Subsequently it states that in another part of
the LID “the rating declines to merely average.” No valid greenway or parkway scale has
been developed that describes or defines “average” and “above average”. Without a
benchmark scale to serve as a point of reference there are no guiding criteria, so the
Appraiser’s judgement is arbitrary.

The arbitrariness problem continues in the following paragraph: “...which indicates an
average 5% increase in condominium values situated within three blocks of the
improvements/new amenities. Note that this is an average based on empirical data.” It is
not based on empirical data. It has no scientific or empirical basis. It is simply the
Appraiser’s arbitrary judgement and compounds the concerns relating to range of impacts
noted in the previous section of this evaluation.

The final paragraph cited above states: “The above article sets up a good basis for the
argument that a large, linear, well-maintained public park that attracts active users-such
as the Seattle waterfront park...” It does not “set up a good basis” since it is based on
faulty premises. Further, this is not a “large linear public park™; it is a parkway.

The Negative Impacts of Disamenities on Premiums

Premiums on proximate properties associated with park-like spaces are sometimes at least
partially offset by a variety of social and/or environmental disamenities. These may include -
congestion, increased traffic flow, lack of parking or unwanted on-street parking, litter,
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vandalism, intrusive lighting, and groups engaging in morally offensive activities. This led to a
number of the studies reviewed in the JLR articles reporting that properties immediately adjacent
to a park did not show the highest premium. Rather, it was properties located one or two blocks
distant from the park (that were also distant from the source of nuisances) which had the highest
premiums.

In the context of the LID, demolishing the viaduct removes a major disamenity for those
properties whose view of an ugly and noisy roadway is replaced by an attractive view of the
water and new greenway. Clearly, this is likely to have a major positive impact on the value of
those properties, but the Appraiser appropriately recognized this as a “before” condition, rather
than a benefit from the LID.

The Appraiser identified two potential negative impacts. He indicated loss of parking spaces was
incorporated in his assessments: “some parking losses along Alaskan Way in the waterfront area
will occur due to the project and this is considered in the analysis” (p.7), but there is no overt
description of how it was “considered in the analysis”.

He noted the LID was likely to result in an increase of “1.5 million net new visitors to the
immediate area, generating $191 million in new annual visitor spending” (p.45). This estimate
was juxtaposed in a following paragraph with a quote from the 2001 JLR article which implies
he recognized the potential negative nuisance impact on property values of these new visitors:
“Parks that serve primarily active recreation users were likely to show much smaller proximate
value increase than those accommodating only passive use” (p.28)!. His report went on to
paraphrase a conclusion from the JLR article: “Neighborhood parks that are primarily used by
the surrounding residents result in a higher increase in property values than larger parks that
attract active users from outside the neighborhood due to the adverse effects of noise, nuisance
and congestion” (p. 46). Again, there is no overt description of the extent to which the Appraiser
considered this disamenity impact in his assessments.

The Diminishing Marginal Valuation of Premiums.

The premiums on properties that are proximate to parks and water amenities are derived from
two sources: distance from the amenity and views of the amenity. The Appraiser recognized “the
view amenity will not change due to the LID project” (p. 48). He offers no estimate of the
magnitude of the existing water view premium, since it is outside the scope of his brief.
Nevertheless, the magnitude of the water premium is important, because it impacts the perceived
value of potential increments of benefit that may emanate from the new greenway.

Surprisingly few empirical studies measuring water views, especially ocean views, have been
reported in the scientific literature, but one of them was undertaken in Washington State in the
city of Bellingham.!*!* The study was limited to single-family homes. The authors used hedonic
analysis, which is widely accepted in the scientific community as the most accurate empirical
approach to measuring the contribution of each of the multiple factors that impact property
values.
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The average value premium for an ocean view in the Bellingham study was 25.6%. However, it
varied according to the quality of the view. The authors concluded:

“When views are classified into seven categories, the percentage increase in property
value attributable to a view ranges from 8.2% for poor partial ocean view, to 18.1% for a
lake view, 29.4% for a good partial ocean view, 30.8% for a superior partial ocean view,
and 58.9% for an unobstructed ocean view” (p.69).!3

Like all of us who do this type of analysis, the authors acknowledged that their results were
context specific: “All estimated view amenity values are, of course, specific to the Bellingham
market.”

Two other studies with which I am familiar that perhaps have water views comparable to some
properties in the LID were undertaken by a research team in the Cleveland area of Cuyahoga
County in Ohio. They pertained to views of Lake Erie. The two analyses reported that properties
in the County with a view of Lake Erie had a premium of 90%"> and 56%.'°

It appears reasonable to conject that similar large premiums to those reported at Bellingham and
Cuyahoga County apply to properties with a water view in the LID. Further, given the fixed
supply of water view properties it seems likely that premiums will rise even higher in the future.

A consequence of water premiums of this magnitude is likely to be a diminished marginal
valuation of the additional units of benefit premium that may be anticipated from the new
greenway.

The exposition of this principle is enshrined in Prospect Theory which was first articulated in
1979'7. Tts influence has been extensive and profound. It has been empirically validated in
numerous contexts, and the theory is now widely accepted as being unusually robust in its ability
to predict outcomes in human decision-making.

Since the article describing Prospect Theory was published, it has been one of the three most
cited papers in the Economics literature; it was a foundation for the evolution of behavioral
economics, which has transformed the economics discipline; and its authors (who were
psychologists) received the Nobel Prize for economics in 2002.

One of Prospect Theory’s principles is that each additional increment of benefit has a smaller
impact on perceived value (premium) than the equal increment preceding it. The concave value
function expressing this phenomenon is shown below:
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The curve shows that the perceived value of each 10% increase in benefit is lower than the
perceived value of the previous increment of benefit. For example, the increase in benefit from
(say) 40% to 50% is perceived to be much less valuable than the increase from 0% to 10%. One
of the authors of Prospect Theory used the following analogies to illustrate the point:

Turning on a weak light has a large impact in a dark room. The same increment of light
may be undetectable in a brightly illuminated room. Similarly, the subjective difference
between $900 and $1,000 is much smaller that the difference between $100 and $200 (p.
282).18

In the context of the LID, Prospect Theory predicts that the incremental effect of the new “park
immprovements” on the value of properties which already have a large premium stemming from
their view of the water is likely to be very small or perhaps non-existent.

Concluding Comments.

My brief was to evaluate whether the Appraiser properly applied my work in his study and
whether the benefit areas and assigned special benefits are supportable or speculative. My
evaluation has relied on secondary sources, primarily the Appraiser’s report. I have not had the
opportunity to visit the LID site.

The Appraiser appears to rely on my work to justify the assignment of increment increases of
0.5% to 4%. Presumably, the credibility of his judgements 1s enhanced by the suggestion that
they have a scientific basis, rather than relying on his expertise, experience, judgement and
mtuition. However, the Appraiser has misinterpreted and/or misapplied eight dimensions of my
work:

e The Appraiser did not have access to the recent updated findings of my original work,
because their publication in the scientific literature occurred only recently after he had
completed his study.
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e Both the 2001 and 2020 JLR reviews pertained to residential dwellings, predominantly to
single-family homes. They did not relate to commercial properties such as high-rise
office buildings, retail uses, hotels et al. The Appraiser inappropriately extended the
reviews’ findings to all properties in the LID.

e The LID “park improvements” manifest the characteristics of a parkway, not a park. My
JLR review cited by the Appraiser related to the impact of parks on property values. It is
inappropriate to apply the findings to parkways, since they are a qualitatively different
amenity.

e My review indicated most of a park’s impact occurs within a 500-foot range. The
Appraiser’s measure of distance to which impact of the LID “park improvements”
extended was three blocks, which a network analysis showed was significantly further
than 500 feet.

e The conclusion from the JLR reviews that often a small increment of impact extended out
to 2,000 feet was derived from “community parks”. The enhanced array of amenities
included in community parks accounts for them often adding a small increment of value
to properties within 2,000 feet. The proposed “park improvements” in the LID do not
incorporate such an array of amenities, so the 2,000-feet distance has no merit in the
context of the LID.

e Even if the 2,000-foot metric had merit, where it is applied to measure distances from the
“park improvements” using network analysis which is the measure used in the scientific
literature, the geographic area of the LID is substantially smaller than the Appraiser
shows.

e The Appraiser inappropriately adapted the Park Quality Scale that was developed for
parks. He used different ratings and failed to relate them to the descriptive characteristics
of parkways; used blocks rather than network feet as a distance measure; inappropriately
extended the impacted distance to 12 blocks; and created “green premium” percentages
that lacked any scientific foundation.

e The Appraiser’s treatment of “nuisances” does not appear to consider the disamenity
value of either loss of parking or additional congestion accruing from the net increase in
visitors that he projects will occur.

e The perceived benefits emanating from proximity to the “park improvements™ are likely
to be relatively small on properties that already enjoy large premiums attributable to
high-quality water views. The Appraiser does not appear to consider the diminishing
marginal value of additional amenity benefits he assumes will accrue on those properties.

The Appraiser’s reliance on judgment rather than on empirical evidence is evident throughout
the narrative, since his critical decisions relating to premiums are frequently preceded by the
word “reasonable”. Consensus as to what constitutes “reasonable” is much more difficult to
obtain within any given population than when there is empirical verification.
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Appendix 1

Extracted from The Impact on Property Values of Parks, Trails, Golf Courses and
Water Amenities

Government agencies usually provide the additional level of service which is paid for by special
assessment districts, but in some large cities it has been initiated by business leaders and such
areas are termed business improvement districts (BIDs). There are more than 1,000 BIDs in the
United States and Canada. These districts frequently elect their own boards, which take
responsibility for the annual budget, hire staff, let contracts, and generally oversee operations.
Much of their effort goes into cleaning up, landscaping, maintaining trees and flowers, and
enhancing security. Bryant Park, one of the country’s great urban park success stories, is the

result of a BID. Exhibit 8-2 briefly describes how the BID worked.13-13

Exhibit 8-2
Using a Business Improvement District to Resuscitate Bryant Park13-15

In less than 15 years, Bryant Park went from a textbook example of an urban park gone bad to an
urban treasure that plays a strong role in the revitalization of Midtown New York City and
especially 42nd Street. Bryant Park, beside the New York Public Library, was a neglected,
vandalized facility that

by the late 1970s had become a haven for drug dealers in the city of New

York and was widely referred to as “Needle Park.” A business improvement district was formed
to maintain the eight-acre park and make ongoing park improvements. The park has been
restored with tall shade trees, lush green grass, flower beds, pagodas, and a thriving restaurant,
and is now considered a model park. At its summer peak, there are 55 employees working in
Bryant Park in security, sanitation, gardening, and special events, all of them work for the Bryant
Park Restoration Corporation, which is a nonprofit private management company supported by
the Rockefeller Brothers Fund and a cooperative business improvement district of neighboring
property owners. On some days, the park attracts more than 4,000 office workers and tourists,
and more than 10,000 people attend some special events.

The city paid one-third of the $18 million restoration costs, and foundations, philanthropists, and
surrounding businesses financed the rest through the business improvement district. The
businesses assess themselves approximately 33% of Bryant Park’s $2 million annual
maintenance bill, while the remainder of the bill is raised in rental and concession fees from
restaurants (33%) and special events (33%) held in the park. Businesses recognized that property
values and, hence, lease rentals, were closely tied to conditions in the park.

Rents in nearby buildings increased dramatically after the park was redesigned and secured.
Results of a 2003 analysis of the impact of the renovations on office buildings bordering Bryant
Park are shown in the following table. The rents increased by between 114% and 225%. A
second table shown below confirms that other submarkets within a half-mile of Bryant Park also
experienced rental increases over this period, but they were substantially less than those shown
around the park. Owners of the properties around Bryant Park also reported that the quality of







17

tenants improved, that there was reduced downtime between leases, and the buildings’ credit
profiles and market values increased.

To a primary organizer of the Bryant Park effort, the lesson was clear: “If building owners and
the agents help protect urban open space, they will be more than paid back for their efforts, both
in increased occupancy rates and in increased rent—all because their building has this attractive
new front yard.”

Exhibit 8-2 continued
Changes in Per Square Foot Rentals in Four Buildings Facing Bryant Park 1990-2002

1990 [2002[Percentage Increase

Grace Building $29.50($49 (114%
Beaux Arts Building $18  [$60 [225%
London Fog Building $20 [$45 [125%

1065 Avenue of the Americas[$20  [$50 (150%

Rental Changes in Comparable Buildings in Surrounding Submarkets of New York City

Grand Central 55%
Times Square 67%
Penn Plaza/Garment District|73%

Following the success of Bryant Park, the Central Park Conservancy in New York City
suggested a similar model for assisting with the funding needed to maintain Central Park. The
Conservancy had accepted responsibility for most of the park’s maintenance. Its annual budget
for this task was over $20 million, and it was concerned that the park’s needs were “increasing
beyond the capability of private philanthropy.” Accordingly, the chairman of the Conservancy’s
Board stated:

Our concept for the future is to empower, by statute, all neighborhoods in the city, if they choose
to do so, to support their local open space with a further revenue stream. We propose park
enhancement districts similar to the business improvement districts that are improving the Grand
Central area, Bryant Park and many other neighborhoods.

Each neighborhood would be enabled voluntarily to organize itself, decide whether to impose a
small surcharge on its local real estate to supplement city support and private philanthropy, set
the amount of the surcharge and then use it for its own park, playground or other open space. (p.

14)16

A study of the impact of Hudson River Park on proximate property values concluded: “Up to
20% of the value of properties within three blocks of the Park is attributable to the Park.” This
led to a recommendation:
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To establish a Business Improvement District for the Hudson River Park, through which adjacent
property owners would be assessed a fee and the funds dedicated specifically to the maintenance
and programming of the Park...The principle of assessing neighboring property owners seems
sound, as these landowners benefit most from the added value of the Park and stand to lose most

if the Park were to fall into disrepair. 17

Other downtown parks that have revitalized surrounding property values include:

e The $50 million renovation of the 2.5-acre Campus Martius Park in the heart of
downtown Detroit undertaken by a nonprofit coalition of business and civic leaders to
celebrate the 300th anniversary of the city of Detroit. Its renovation stimulated over $500

million of new property investment in the adjacent neighborhood. 18

o Discovery Green in downtown Houston was a 12-acre park built at a cost of around $70
million by a nonprofit that also operates it. Its impact on the as- sessed values of
surrounding property is shown in Exhibit 8-3. In the four-year period from before the
Park was announced in 2005 to when it was completed in 2008, the assessed values of
property abutting it increased by 51%.

o Three park sites totaling 18.5 acres, anchor redevelopment of the 36-acre Hemisfair site
in downtown San Antonio: 4-acre Yanaguana Garden, costing $10 million which opened
in 2015; 9-acre Civic Park, estimated at $60 million; and 5.5-acre Tower Park, estimated
at $12.5 million. The Hemisfair Plaza Area Redevelopment Corporation (HPARC) is a
501(c)(iii) charged by the city of San Antonio Council with oversight of the
redevelopment. It negotiates ground leas- es with the commercial, office, retail and hotel
elements that surround the parks on the remaining 18.5 acres of the site. These revenues
are funneled back into HPARC which also collects the sales taxes accruing from within
the site. These funds are used to support future operations on the site. The master plan
projects the site will attract $540 million in private investment and generate $13 million

in tax revenue annually to local entities. 19

o Exhibit 8-3
Changes in Assessed Valuations in Response to Discovery Green Park

Year|Average per square foot ($’s)
2005(87.87

2006(102.68

2007(116.77

2008(133.08
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Appendix 2
GIS Map of the LID Using Network Analysis
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