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STAFF REPORT
SUBJECT:
A legislative package of proposed ordinances to:  (1) approve the sale of the Northgate Park and Ride Lot at 5th Avenue NE and NE 112th Street (the “5th and 112th Lot”) to the City of Seattle for use as a park, (2) approve the lease of 280 replacement parking stalls from Northgate Mall Partnership (the “Simon lease”), and (3) make a supplemental appropriation of $1,248,891 in transit capital funds to pay a portion of the Simon lease costs.  This legislative package also includes a fourth proposed ordinance, not yet transmitted, to lease 350 replacement parking stalls from Northgate South Commons, an affiliate of Lorig Associates (the “Lorig lease”).

SUMMARY:
Implementation of this legislative package is intended to consolidate all Northgate area transit commuter parking near the Northgate Transit Center, provide a net increase of 80 commuter parking stalls, provide land for a city park as desired by the neighborhood, and assist in the creation of the Lorig mixed-use housing and retail development east of the Northgate Transit Center.

Today’s discussion item will provide an overview of the legislative package.  This staff report contains background information on the proposed ordinances and agreements.  There is also an initial assessment of policy issues that the Committee may want to review.  The ordinances have just been transmitted, so the Council staff’s legal review and policy review are still ongoing.

The Northgate transit legislative package includes the following proposed ordinances:

Proposed Ordinance 2006-0140 would approve the sale of the Northgate Park and Ride Lot at 5th and 112th to the City of Seattle for use as a park.  According to the transmittal materials, the Public Transportation Fund would receive market value for the site, $9.5 million in two payments, $3.0 million in 2006 and $6.5 million in 2008.  Closure of the lot would result in a net loss of 481 parking stalls.

Proposed Ordinance 2006-0129 would authorize the lease of 280 stalls of replacement parking from Northgate Mall Partnership, an affiliate of Simon Property Group, in a garage to be built across the street from the Northgate Transit Center.  The initial term of the lease is 20 years.  The County could seek to extend the lease for two additional ten-year periods, but Simon Property Group could choose not to extend the lease.

Proposed Ordinance 2006-0130 would appropriate $1,248,891 in transit capital funds to pay for a portion of the $2,555,000 in Simon lease expenditures that are due in 2006.  The remaining needed funds are available from the Northgate TOD Park and Ride Transit CIP Project (CIP #A00484) balance.
Lorig Replacement Parking Ordinance (to be transmitted) would approve a lease of 350 replacement parking stalls from Northgate South Commons LLC.  This affiliate of Lorig Associates plans to construct a mixed-use development that includes market rate housing, affordable housing, senior housing, a movie theater complex, and other commercial space. 
Time Constraints – The King County Department of Transportation’s Transit-Oriented Development (TOD) staff has primary responsibility for these ordinances and agreements.  According to the TOD staff, Council approval of the proposed ordinances is urgently needed because Simon Property Group will start building its garage in early April, with or without County participation.  The Council could approve the Simon lease before acting on the park and ride sale agreement, but this would obligate the County to pay for the lease absent assurance that revenue from the park and ride lot sale would be available to pay for the lease.
BACKGROUND:
Northgate Community
Northgate is a designated urban center with an existing transit center and adjacent park and ride lot that serves as the primary transfer point for north-end bus service.  These facilities are located to the south of the Northgate Mall.  A Sound Transit LINK Light Rail station is planned for the Northgate Transit Center area when the light rail light reaches the north end of Seattle.  Attachment 9 is a map showing transportation projects in the area.
The 5th and 112th park and ride lot is north of the Northgate Mall.  For some years, the City and the County have considered a possible sale of this lot to the City for conversion to a park.  The September 1993 Northgate Area Comprehensive Plan called for development of an active park on the site.  The 2001 Work Plan Matrix for the Northgate Area Comprehensive Plan listed, as a key next step, planning to acquire the lot for a park and to find replacement parking.
Transit Commuter Parking in the Northgate Area

Transit commuters now have access to 1,412 stalls of parking in the Northgate area.  A majority of these parking stalls are located near the Northgate Transit Center, to the south of the Northgate Mall, and these parking stalls are filled to capacity.  Approximately 70 of these stalls will be eliminated as part of a cooperative agreement with the City, which provides for the extension of 3rd Avenue and establishment of bus layover space.

Another 481 stalls are available at the 5th and 112th lot, including 63 stalls in the Target garage.  About two-thirds of these stalls are used on a regular basis.  During the fourth quarter of 2005, commuters filled an average of 73 percent of stalls (304 out of 418) in the park and ride lot, and 33 percent of stalls in the garage (21 out of 63).
The closure of the 5th and 112th Lot, together with the loss of parking stalls from the extension of 3rd Avenue, would result in a net loss of about 550 parking stalls.  The lease of 630 stalls from Simon and Lorig would result in a net increase of 80 parking stalls through 2026.  In 2027, if the Simon lease is not renewed, there would be a net loss of about 200 parking stalls compared to the present number.  Table 1 illustrates how the number of stalls would change over time.
	Table 1.  Northgate Area Transit Commuter Parking

	Location
	Now
	2007
	2008-2026
	2027

	5th and 112th Lot (including Target garage stalls)
	481
	481
	-
	-

	Northgate Transit Center
	296
	296
	296
	296

	Northgate Transit Center extension
	492
	422
	422
	422

	North Seattle Lot
	143
	143
	143
	143

	Simon leased stalls
	-
	280
	280
	0-280

	Lorig leased stalls
	-
	-
	350
	350

	Total
	1412
	1622
	1491
	1211-1491


Light Rail Extension – When LINK Light Rail is extended to Northgate, the Transit Division plans to restructure many north end bus routes so that bus service will feed into the Light Rail station.  Once the Light Rail station is open, it is assumed that Sound Transit will be responsible for any additional parking at the Northgate Transit Center.  This could include replacement stalls for the 280 Simon Property stalls, if the lease is not extended past 2027.  At this time, Sound Transit’s northern route planning does not assume any expenditures for capital investments in parking facilities.
Sale of the 5TH and 112TH Lot (Proposed Ordinance 2006-0140)
Proposed Ordinance 2006-0140 (Attachments 5-6) would approve the sale of the Northgate Park and Ride Lot at 5th and 112th to the City of Seattle for use as a park.  The lot is Transit Division property, so a sale must return full market value to the Public Transportation Fund.
Under the sale agreement, the City will pay $9,500,000 for the property.  Of this total, $3,000,000 is due no later than November 15, 2006.  The remaining $6,500,000 is due no later than February 1, 2008.  The park and ride lot will remain open until February 2008, so parking will be available while the Lorig garage is under construction.
Council staff is currently reviewing legal aspects of the proposed ordinance and sale agreement.  One contingency provides that the agreement is contingent on the City’s review and approval, in its sole discretion, of the property including a physical inspection and environmental assessment verifying that the property complies with all environmental laws and there have not been hazardous materials released on the property, as well as a review of the feasibility of the site for the City’s intended use.

Simon Lease for Replacement Parking (Proposed Ordinance 2006-0129)
Proposed Ordinance 2006-0129 (Attachments 3-4) would authorize the lease of 280 stalls of replacement parking from Northgate Mall Partnership, an affiliate of Simon Property Group, in a garage to be built across the street from the Northgate Transit Center.  The County and Simon had discussed the possibility of expanding the garage to accommodate transit commuters, but no agreement was reached.  Recently, renewed discussions led to the lease proposal that is now before the Committee.

According to TOD staff, Simon is prepared to begin construction of the garage at the beginning of April with or without County participation.  Simon has a strict construction schedule to ensure that the garage is open in time for the holidays.  For this reason, Council action on the Simon lease is requested before the end of the month.
Lease terms – the Simon lease guarantees exclusive transit access to 280 parking stalls on the upper two floors of the garage between the hours of 5:00 a.m. and 9:00 a.m.  The garage will be closed from 12 midnight until 5:00 a.m.  The garage will have a stairwell available to the transit commuters who park there.  The agreement also requires that a wheelchair-accessible elevator will be provided.  Because commuters will arrive in the garage before the Mall is open, they are not expected to have difficulty gaining access to the parking stalls reserved for their use.
County Payments – payment for the lease consists of two lump-sum payments in 2006, followed by annual payments for the lease and a share of property taxes and maintenance costs, as follows:  $1,227,500 is due at the midpoint of construction, which is expected to be sometime this summer.  Another $1,227,500 is due 30 days after completion, most likely at the end of November 2006.  At the same time, an initial $100,000 lease payment would be due.
The County would also make annual payments for the lease, one-fourth of the property taxes, and maintenance costs.  The additional annual lease payments would be due on the anniversary of the first payment under the following schedule:

Years 2-5 
$100,000

Years 6-10
$110,000

Years 11-15
$120,000

Years 16-20
$130,000

Years 21-25
$140,000

Years 26-30
$150,000

Years 31-35
$160,000

Years 36-40
$170,000

The County’s one-fourth share of the property tax is estimated by the Budget Office at $21,000 in 2007.  The County will also pay additional rent, starting at $44,780, for Simon to operate, maintain, and secure the parking stalls.  The initial amount of $44,780 will be adjusted annually for inflation as measured by the Consumer Price Index for Seattle-Tacoma-Bremerton for All Urban Consumers. 
According to the TOD staff, the net present value of the 20-year lease is $3,912,000 and the present value of the property tax and maintenance payments is $1,020,000.

Council staff is continuing to evaluate policy questions relating to this lease agreement, including the following:
1) What is the present value of the leased parking stalls, including maintenance costs and a proportionate share of maintenance savings resulting from closure of the 5th and 112th lot?  How does the cost per stall compare with other park and ride lots?
2) How does this lease agreement assure that transit riders will have access to the 280 leased parking stalls?
3) How convenient is the location?

4) What are the policy implications if the 280 parking stalls are no longer available after 2027?
5) What legal issues have been identified?
Simon Lease Supplemental Appropriation (Proposed Ordinance 2006-0130)
Proposed Ordinance 2006-0130 (Attachments 3-4) would appropriate $1,248,891 in transit capital funds to pay for a portion of the $2,555,000 in Simon lease expenditures that are due in 2006 (two payments of $1,227,500 each and the first year lease payment of $100,000).

The Northgate Transit Center TOD Development Capital Project (CIP #A00484) is estimated to have a project balance of $1,306,109 after programmed expenditures are taken into account.  Taken together, the supplemental appropriation and the project balance total $2,555,000, the amount of the Simon lease payments due in 2006. 

Approval of Proposed Ordinance 2006-0140 for the 5th and 112th lot sale would lead to a $3,000,000 payment to the Public Transportation Fund in November 2006.  A portion of these funds could be used to replenish the fund balance.
Lorig Lease for Replacement Parking (Ordinance to be transmitted)
A fourth ordinance would approve a lease for another 350 stalls of replacement parking in a garage to be built by Northgate South Commons LLC, an affiliate of Lorig Associates.  The executive is expected to transmit this agreement to the Council soon.  The Lorig lease is for 40 years, starting in early 2008.
The agreement is likely to require the County to pay Lorig $4,375,000 in February 2008.  Funding for this payment would come from the City’s final $6,500,000 payment for the 5th and 112th lot, which would be due to the County by February 1, 2008.  The present value of the cost for this 40-year lease is estimated at $3,931,000 and the present value of maintenance costs at $1,993,000.
The garage is part of a larger mixed-used development on 9.5 acres east of the Northgate Transit Center properties.  Lorig plans to develop more than 500 housing units along with retail space including a movie theater complex.  As part of this development, Lorig has agreed to construct the Thornton Creek water quality channel storm water project to help preserve the waterway.
According to the TOD staff, Lorig’s housing component will include 109 condominiums, 276 rental units, and 127 senior housing units, for a total of 512 units.  Of the 276 rental units, 84 will be affordable to people with 70 percent or less of median income.  This represents about 16 percent of the total units.

Because the Lorig garage will serve transit riders, residents, and movie-goers, parking management is likely to pose a significant challenge.  Pending transmittal of the ordinance approving the Lorig lease, it is unclear what other policy issues will need scrutiny, but it appears that the following are likely to require further review:
1) What is the present value of the parking stalls, including maintenance costs and a proportionate share of maintenance savings resulting from closure of the 5th and 112th lot?  What is the cost per stall and how does this compare with other park and ride lots?
2) Are there parking management issues relating to guaranteeing transit commuter access to the stalls?

3) Is the location convenient enough to the Northgate Transit Center?

4) What legal issues have been identified?
COSTS AND BENEFITS OF THE NORTHGATE LEGISLATIVE PACKAGE

The effect of this legislative package is to pay for replacement parking with revenue from the sale of the park and ride lot.  The Fiscal Note for Proposed Ordinance 2006-0140 (Attachment 7) outlines the revenue and expenditures for the legislative package in 2006-2008.  Attachment 8 is a revised Transit Financial Plan that incorporates the revenues and expenditures in the Northgate legislative package.
To understand the full impact of the legislative package, a longer-term view is necessary.  The package includes a mix of lump-sum payments in different years and annual payment streams that continue over 20- and 40-year periods.  A more complete cost-benefit analysis looks at the entire range of costs and benefits and identifies a present value for each.
Costs and expenditures include the following:

· Simon lease costs – the initial 2006 lease payments and the present value of 20 years’ worth of annual payments for the lease, one fourth of the property taxes, and a share of maintenance costs.

· Lorig lease costs – the lump sum payment due in 2008 and annual payments for a share of maintenance costs.  Maintenance costs are for the 40-year term of the lease.
Revenues and other benefits include the following:

· Revenue from the sale of the park and ride lot (this represents the $9.5 million sale price with the 2008 payment discounted to reflect inflation).

· Interest attributable to revenue from the 5th and 112th Lot sale – this calculation is based on the balance of the sale proceeds in a given year multiplied by the estimated rate of return to the internal investment pool.  This interest would be credited to the Public Transportation Fund.  The Transit Division’s cash management practices might reduce these interest earnings.

· Maintenance savings achieved by closing the 5th and 112th Lot.

· Additional transit revenue from new transit riders who move to the Lorig development.
· Additional revenue from new transit riders who use new parking stalls made available through enactment of the legislative package (this estimate nets out the revenue lost from riders who no longer park at the 5th and 112th Lot.)
· Transit sales tax revenues from construction of the Simon garage and the Lorig development.

The following table provides an initial review of these items with values in 2006 dollars estimated by the TOD staff.  
	Table 2.  Summary of Costs and Benefits

	 Expenditures
	Present Value (2006 $)

	Simon lease initial payments
	(2,455,000)

	Simon annual lease payments (20 years)
	(1,457,000)

	Simon maintenance costs (20 years)
	(748,000)

	Simon property taxes (20 years)
	(272,000)

	Lorig lease payments (lump sum due in 2008)
	(3,931,000)

	Lorig maintenance costs (40 years)
	(1,993,000)

	
	

	Estimated Total Costs
	(10,856,000)

	
	

	Revenues and Other Benefits
	

	Sale of 5th and 112th Park and Ride
	8,840,000

	Interest on Park and Ride sale proceeds
	944,000

	5th and 112th Lot maintenance savings
	1,460,000

	Transit revenue, Lorig new riders
	1,401,000

	Transit revenue, riders using net new parking stalls
	2,663,000

	Estimated Transit Sales Tax Gains, Simon & Lorig 
	1,160,000

	
	

	Estimated Total Benefits
	12,712,000

	
	

	Estimated Net Benefit
	1,856,000

	
	


Council staff will review this analysis, which suggests that the legislative package would provide a net benefit to the County.  The analysis does not reflect benefits to other entities or the increased property tax revenues that will accrue to all recipients of these revenues.
Alternatives to the Legislative Package

Initial analysis suggests that the following alternative options could be considered:

1) Keep the 5th and 112th Park and Ride Lot – this option would retain the current amount of transit commuter parking.  It would, however, prevent the City from establishing a park on the site and would limit opportunities for the Transit Division to consolidate commuter parking closer to the Northgate Transit Center.
2) Approve the sale of the 5th and 112th Park and Ride Lot, but not the replacement parking leases – this option would permit the establishment of a park but would result in a net loss of transit commuter parking in the Northgate area.
3) Approve the sale of the 5th and 112th Park and Ride Lot and provide replacement parking by constructing a County-owned facility – this option would permit the establishment of a park.  According to the TOD group staff, it would cost significantly more to construct a garage than to lease parking.

Council staff will evaluate these alternatives as part of the review of this legislative package.

NEXT STEPS

Council staff will continue to analyze policy and legal issues relating to this legislative package, and to respond to questions raised by Committee members.  As discussed earlier, Simon Property Group intends to begin construction of its garage at the beginning of April.  This construction schedule creates a severe timing constraint.  The staff will endeavor to provide the Committee with enough information, in a timely way, to judge whether approval of these ordinances constitutes a sound business decision.
ATTACHMENTS:
1. Proposed Ordinance 2006-0129
2. Proposed Ordinance 2006-0129 Transmittal Letter, dated March 9, 2006
3. Proposed Ordinance 2006-0130
4. Proposed Ordinance 2006-0130 Transmittal Letter, dated March 9, 2006
5. Proposed Ordinance 2006-0140
6. Proposed Ordinance 2006-0140 Transmittal Letter, dated March 13, 2006

7. Proposed Ordinance 2006-0140 Fiscal Note

8. Public Transportation Enterprise Fund Revised Financial Plan

9. Northgate Urban Centers Redevelopment Projects map
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