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Budget and Fiscal Management Committee

REVISED STAFF REPORT
As reported out of the Budget and Fiscal Management Committee

Proposed Ordinance 2011-0165.2 passed out of committee with a “Do Pass” recommendation.  This substitute ordinance was amended through non-substantive changes to correct minor errors in the transmitted ordinance.  Details of changes are included on page 4 of this report.
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SUBJECT:  
Proposed Ordinance 2011-0165 would modify the agreement between King County and the Technology Access Foundation (TAF) that was authorized by Ordinance 15450 in May 2006.  

BACKGROUND:
Lakewood Park is a 29.5 acre park, acquired by the county from the federal government in 1956 and is located in the North Highline community, one of the 10 large urban unincorporated areas targeted for annexation to a city under the county’s Annexation Initiative.  

TAF is a private, non-profit organization that has worked in southeast Seattle since 1996 to provide K-12 youth with training and education in computer technology.  According to the TAF website, traditional community centers have been places where citizens were given the opportunity to work together through group activities and sports.  TAF envisions a new “21st Century Community Learning Center” that will redefine the new community center as one that will provide families and students with classes and activities that will supply the skills needed to exist in a digital world.  This is the first construction project for TAF.  They are working with Miller/Hull Partnership, a local architecture firm, to design the building.  

Lakewood Park is located in White Center and has historically been an under-utilized park.  Public meetings have occurred with area residents and the new center is perceived as one that will positively impact the area.  

In October 2005, the Council adopted Ordinance 15311 which approved $2 million in REET (Real Estate Excise Tax) funds towards the construction of a community center within Lakewood Park subject to approval of an agreement between TAF and the County.  Ordinance 15450, adopted in May 2006, approved the agreement.

The proposed ordinance would amend the 2006 thirty year agreement between King County and the TAF.  That agreement authorizes the construction and operation of a community center in Lakewood Park, which is a county owned park in the unincorporated North Highline area.  The agreement also allows for an expanded parking lot.  

As originally envisioned, the $14 million center would provide youth and family programs and would also house TAF programs and administration space.  The building is projected to be a three story “green building” structure of approximately 20,000 square feet in Lakewood Park.  TAF will build, operate and maintain the center and will pay a nominal rent of $1 per year to the county.  According to the original agreement, the building would revert to county ownership the end of thirty years.  Proposed Ordinance 2011-0165 would extend the agreement term to fifty years.  

TAF is changing its program goals to include more outreach to communities.  This changes the original concept of program provision at the Center.  The original project envisioned expansion of the parking lot to accommodate increased traffic on the site.  Because the vision for service provision has changed, the expansion is no longer anticipated.  However, the area is proposed to be reconfigured and to add more green areas.

ANALYSIS:
The original agreement between TAF and the County includes a disbursement plan for the $2 million in REET funds that is based upon TAF meeting certain milestones and conditions.  

The foundation has determined that it would like to divide construction into two phases – one for the building shell and another for tenant improvements.  This approach is intended to assist the foundation with fund raising efforts.  This approach would change the adopted schedule for disbursement of the county contributions to the project from the REET fund.  Proposed Ordinance 2011-0165 would modify the agreement's payment schedule, extend the terms of the agreement, and execute stormwater related covenants for parks property.  

Changes in Payment Schedule
The original payment schedule for the $2 million in County REET funds is outlined below:
· $100,000 payment will be made when TAF has developed a fundraising plan and the use agreement has been negotiated, and insurance requirements are met.  Estimated timeline = April 2006
· A $400,000.00 payment will be made when TAF provides the county with drawings and other plans demonstrating ninety percent (90%) completion of design and engineering for the improvements.  In addition, TAF must have $2 million raised and on hand for the project.  
· A $500,000.00 payment will be made when ground is broken on the project (following completion of design and engineering, and issuance of all required permits).
· A $500,000.00 payment will be made upon “substantial completion” of the improvements, as defined in the County's agreement section 00700 of general terms and conditions for construction contracts.  
· A $500,000.00 payment will be made upon TAF's final written acceptance of the improvements. 
The table below details the proposed change in the distribution of County funds:

Table 1.  Changes in Distribution of County Funds
	TAF Activity
	Original distribution of King County funds
	Proposed Distribution of King County funds
	Anticipated Date

	Fundraising plan, use agreement, insurance
	$100,000
	$100,000
	2006

	90% construction documents and $2 million raised
	$400,000
	$400,000
	2011

	Break ground and $9 million pledged
	$500,000
	$500,000
	2011

	Center substantially completed
	$500,000
	
	

	Project complete and ready for occupancy/final written acceptance issued
	$500,000
	
	

	Building structure and skin complete and utilities stubbed out
	
	$500,000
	2011

	Building complete except some tenant improvements; approved by DDES for partial (staff) occupancy – if not full occupancy, and $9 million collected
	
	$250,000
	2012

	Tenant improvements complete, total of $10.5 million collected, and full occupancy permitted
	
	$250,000
	2012

	Total 
	$2,000,000
	$2,000,000
	



The change in the distribution of funds does not affect the overall financial commitment of the County to the project.  $1.4 million will be scheduled for disbursement in 2011 with $400,000 of this total already released in the first quarter of 2011, leaving $1 million for distribution this year.  The remaining $500,000 would be released in 2012.  ($100,000 was previously released in 2006 when the agreement was approved.)  

Change in Scope
This new distribution of payment would change the scope of the project by dividing the project construction into two separate phases.  This strategy is intended to assist TAF with private fundraising.  The original agreement construction milestones were to release $500,000 at substantial completion of the building and another $500,000 when the building was ready for occupancy.  The proposed adjusted schedule would release the final county contribution of $1 million in three stages rather than two:  
· $500,000 – when the building shell is constructed and utilities are ready
· $250,000 – upon completion with some tenant improvements, partial occupancy and $9 million collected by TAF
· $250,000 – upon completion of all tenant improvements, full occupancy permitted, and $10.5 million collected by TAF

Changes in Terms of the Agreement
This legislation, if approved, would extend the agreement from thirty to fifty years.  This term extension is to help TAF financing efforts that are associated with the use of a federal New Markets Tax Credit (NMTC) Program.  

NMTC was established in 2000 as part of the Community Renewal Tax Relief Act of 2000.  The goal of the program is to spur revitalization efforts of low-income communities.  The NMTC Program provides tax credit incentives to investors for equity investments in certified Community Development Entities, which invest in low-income communities.  The tax credits are more attractive than tax deductions as they provide a dollar-for-dollar reduction in a taxpayer's federal income tax, whereas a tax deduction only provides a reduction in taxable income.  

Tax credits provide funding for the development costs by allowing a taxpayer to take a federal tax credit equal to the most of the cost incurred for development.  Development capital is raised by "syndicating" the credit to an investor.  To take advantage of the program, a developer, such as TAF, will typically propose a project, then seek and win a competitive allocation of tax credits to complete the project.  Simultaneously, an investor will be found that will be make a "capital contribution" to the partnership or limited liability company that owns the project in exchange for being "allocated" the entity's tax credits.  

This type of agreement includes certain milestones and timelines.  NMTC regulations require that all loans are interest only for a seven year compliance period.  Thereafter, payments are amortized between years 8 and 35.  According to provided information, the county has no financial exposure through the extension of the agreement.  

Stormwater Covenant Changes
TAF has determined that it can meet stormwater requirements for the Center at less expense and with less maintenance costs, if the county agrees to stormwater covenants on Parks property.  "Attachment B Declaration of Covenant" will establish stormwater covenants that will allow for a bio-swale[footnoteRef:1] rather than a detention pond for runoff purposes.  The Declaration of Covenant outlines the details and establishes a 65 percent growth retention area to disperse runoff on the site.   [1:  Bio-swales are landscape elements designed to remove surface runoff water.  They usually consist of a drainage course with gently sloped sides that are filled with vegetation.  ] 


According to the transmittal letter, Parks has determined that this is a cost effective solution that will not negatively impact park purposes or activities.  Further this will incorporate the TAF vision and the architectural design proposed for the new facility.  The proposal will further LEED certification and will be more environmentally friendly.  

AMENDMENT
An amendment has been prepared that would:
1. Clarify the extension of the agreement term from thirty to fifty years
2. Adopt an amended Attachment A (schedule of payments) to reflect the costs of the total project, and
3. Adopt a new Attachment B to include Exhibit A
4. Delete Attachment C which is not needed

REASONABLENESS:
The proposed legislation does not change the $2 million contribution amount from the County to TAF; however, the schedule for release of county funds is adjusted.  The proposed changes to the agreement that include the new scheduled distribution of these funds, the change in scope, the new term of the agreement, and the additional stormwater covenants appear to constitute reasonable business and policy decisions.  
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