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April 19, 2007
The Honorable Larry Gossett
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Gossett:

Enclosed for your consideration is an ordinance which will authorize the sale of the King County owned property known as the North Half of the Former Kingdome Parking Lot (North Half Lot) to North Lot Development, L.L.C.  The sale allows for redevelopment of 3.85 acres of key, undeveloped county-owned land in the Pioneer Square area. 
As you know, redevelopment of this site was promised to the community when the Kingdome was demolished, and the community has long awaited fulfillment of that commitment.  The project brings new homes and ground level retail to the Pioneer Square community, transforming a sea of asphalt into a cutting edge urban village.  This redevelopment will be instrumental in revitalizing the community, encouraging housing for future generations, and transforming this area into a vibrant neighborhood with unmatched amenities, including unprecedented multimodal public transportation, for residents. 

The proposed legislation allows the development team of Opus and Nitze-Stagen, in association with the Seattle Housing Authority, to develop the North Half Lot property into a mix of residential and ownership units.  At least 100 of those units will be affordable housing.  Additionally, the new development will include commercial uses, bringing much desired retail to the area.
The Facilities Management Division will need to assist this process by participating in application for a master use permit for the site, coordinating with stakeholders, monitoring planning and implementation activities of the developer team, coordinating with other county agencies which have construction activities adjacent to the site, and solicitation and coordination of expert advice related to project activities.  Accordingly, a supplemental appropriation request of $144,000 is hereby being made, in addition to the proposed ordinance authorizing the sale.  The costs associated with the appropriation ordinance would ultimately be reimbursed from sale proceeds.  
King County and the development team have worked closely with community stakeholders such as the Pioneer Square Association and other regional partners like the City of Seattle, the Public Stadium Authority, and First and Goal, Inc., as the proposal process moved forward over the past two years.  The project will help King County and the City of Seattle in meeting their growth targets under the Growth Management Act and Countywide Planning Policies.

Background

This property is a 3.85 acre (167,513 square feet) parcel of land paved with asphalt and generally level and rectangular in shape.  It is owned by the Current Expense Fund and is adjacent to the King Street Center, the King Street Station, the Weller Street Pedestrian Bridge, and a surface parking lot owned by the Washington State Public Stadium Authority (PSA) and operated by First and Goal, Inc. (FGI).  The King County Facilities Management Division (FMD) is the custodial agency.

Property History
The property was purchased by King County in 1971 from Burlington Northern, Inc. for the purpose of the Kingdome stadium development.
On September 8, 1998, Ordinance 13262 was passed in which the King County Council determined that the North Half Lot would become surplus to the county’s needs upon transfer of use and control of the Kingdome parcel to the PSA.  The King County Executive was authorized to execute a Property Transfer Agreement to convey the Kingdome parcel to the PSA.

On September 30, 1998 King County entered into an agreement on Stadium and Exhibition Center Property Contributions and Reservation of Possessory Rights with the PSA, as authorized by King County Ordinance 13262.  Under that agreement, the county retained ownership of the North Half Lot, and the PSA relinquished all rights and interests in the North Half Lot with certain conditions.  Conditions included the PSA having use of the North Half Lot for parking and event staging until it received notice of commencement of a mixed-use development on the North Half Lot, which was contemplated by the parties from the outset as a complement to the stadium and exhibition activities to be conducted on the adjacent property.
As called for by the agreement, King County conveyed the Kingdome parcel to the PSA by statutory warranty deed on March 15, 2000, and retained the North Half Lot.

Under a Special Use Agreement issued in 1998 by King County to the PSA and later assigned to FGI, the North Half Lot is currently used for the purpose of stadium and exhibition center parking and event staging at no charge until notice of commencement of the North Half Lot development is provided.

In accordance with K.C.C.4.56.070 and in addition to the surplus declaration in Ordinance 13262, the FMD has declared the property to be surplus to the foreseeable needs of the county.
K.C.C.4.56.070 states that, if the property is not needed for the provision of essential government services, the FMD shall then determine if the parcel is suitable for affordable housing.  Suitable for affordable housing means the parcel is located within the Urban Growth Area, is zoned residential, and the housing development is compatible with the neighborhood.  The FMD has determined that the property is not needed for the provision of essential governmental services and is suitable for affordable housing as part of a mixed-use development.  

Competitive Process for Sale and Development

This parcel was advertised for sale nationally via a Request for Qualifications (RFQ) issued on July 14, 2005, with responses due on August 30, 2005.  Four major private developers responded by submitting their qualifications to the county on August 30, 2005:  Triad Development Corporation; City Investors L.L.C.; the joint venture of Wright Runstad & Company and The Murray Franklyn Family; and the joint venture of Opus Northwest, L.L.C and Nitze-Stagen & Company, Inc. in cooperation with the Seattle Housing Authority.  All responders were determined to be qualified by a review panel that included representatives from King County, the City of Seattle, the Public Stadium Authority (PSA) and the Washington State Department of Transportation.


In April of 2006, King County issued a Request for Proposals (RFP) offering those four developers the opportunity to submit a purchase offer and a development proposal.  King County retained the right to reject any purchase offer that was not at least $10,110,000.  The development was to provide quality mixed-uses containing no fewer than 400 market rate and affordable housing units - of which 100 units must be affordable - and community-friendly retail and commercial uses. 

Following are some of the key points from the RFP.  The development must:

· Reflect the zoning, land use, and neighborhood interests that exist for the property or that would be acceptable to the City of Seattle and the community.

· Be compatible with and accommodate the continuing operations of Qwest Field and the Exhibition Center. 

· Be compatible and integrate well with existing and planned pedestrian corridors, transportation corridors, and intermodal transportation connectivity.

· Continue to stimulate and expand the economic base of the south downtown neighborhoods.

· Include exemplary site, landscape and building design, and foster environmental sustainability.

· Provide housing for multiple income levels and family sizes and produce an optimum housing mix reflecting economics, local government goals, and community interest.  

Below are the specific housing requirements included in the RFP:  

· 60% of the development’s gross square footage, not including parking, must include housing.  

· At a minimum, the development must include 350,000 gross square feet of housing, not including parking, and provide 400 housing units.

· At least 200 housing units must be provided for ownership.

· At least 100 housing units must be affordable housing and provided for rent, for ownership, or for a combination of rent and ownership.

The $10,110,000 minimum purchase price was determined by appraisal and included adjustments for the RFP requirements that the developer provide affordable housing units and replace the existing PSA parking.  Also considered in the sales price is the impact of easements encumbering the North Half Lot, including: the existing PSA easement connecting Second Avenue South to the PSA property; a county sewer line and access easement to support the new, below-grade Interbay odor control facility; easements conveyed to Sound Transit for the Weller Street Pedestrian Bridge access; and an easement retained by the county to support Metro Transit bus service for special events.      

The RFP also required the development to replace existing parking spaces used by the PSA on the site, both during construction of the development and following completion, and also required that the PSA be permanently entitled to the revenue stream from the replacement parking.  In addition, the RFP required the development to include sufficient pay-for-parking to support the King Street Station’s needs for 70 parking spaces.  An additional requirement was that the development retain a view corridor to and from Qwest Field along the PSA’s existing Second Avenue South easement. 
Bonus points were possible if the proposal included a full service food market, which is a retail service of particular interest to the Pioneer Square Community Association.  
Proposals were due on June 28, 2006.  Prior to the RFP deadline for submittal, Triad Development Corporation and City Investors L.L.C. withdrew from the RFP, citing a lack of capacity within the organizations to absorb a development of the scale of the North Half Lot in addition to their other projects.  

A selection committee met twice in June 2006 to review the two proposals received by the County.  The selection committee consisted of representatives from the King County Executive branch, the King County Council, the City of Seattle and the Pioneer Square Community Association.  The committee selected the proposal from the joint venture of Opus Northwest, L.L.C. and Nitze-Stagen and Company, Inc. in cooperation with the Seattle Housing Authority (ONS) as satisfying the requirements of the RFP and addenda thereto and providing the best value to King County.  
Purchase and Sale Agreement

Subsequent to the selection of ONS, the FMD team, in consultation with the Prosecuting Attorney’s Office (PAO), commenced negotiations with ONS, which has resulted in the enclosed Purchase and Sale Agreement (Agreement) that incorporates the RFP’s minimum requirements and provides protections in the form of contingencies and covenants running with the land to ensure that both prior to and following the closing of the sale, the development continues to comply with the RFP and the terms of the Agreement.  Below are highlights of the Agreement:
· The Agreement establishes a minimum total housing requirement of 400 units, and provides housing for multiple income levels and family sizes through a mix of ownership and rental units.  The Agreement requires a minimum of 100 units of affordable housing, and, if determined to be economically feasible by ONS, workforce housing.  All housing will meet LEED or Built Green Certification. 

· The Agreement requires ground level retail, row houses and shops, and, if determined by the ONS to be economically feasible, the provision of a full service food market.  All retail and commercial uses will meet LEED Certification.   

· The Agreement requires that ONS provide the PSA 491 spaces of replacement parking and 70 parking spaces to support the King Street Station.
· In order to ensure that the development is compatible with the continuing activities at the stadium and exhibition center, the Agreement requires that ONS prepare a traffic circulation and staging study designed to inform ONS of the traffic and circulation issues that arise during the staging of large events.  This study will be prepared early in the design development process so that the staging needs of events at the stadium and the exhibition center can be understood, alternatives considered, and reasonable measures evaluated during the design process regarding lost clear-height staging.
· The Agreement requires that ONS take all reasonable steps to commence development of the Project by July 1, 2008, and that in no event shall it commence construction later than twenty four (24) months after the closing date.  ONS shall complete construction of the Project no later than ten (10) years after commencement of construction.
In addition to provisions of the Agreement, my staff has obtained agreement from the City of Seattle to provide street use on Occidental Avenue South for staging activities associated with stadium and exhibition center events. 

In order to ensure that the development complies with the above requirements, the county has inserted contingencies that must be satisfied prior to closing.  The contingencies include ONS obtaining a Master Use Permit for the development and the King County Executive determining that conveyance is appropriate with or without additional or revised conditions consistent with and based on State Environmental Policy Act review, which review will be performed by the City of Seattle as the lead agency in conjunction with review of the development permit applications for the development.

Budget Considerations
Unlike most purchase and sale agreements, the Agreement governing the sale of the North Half Lot represents the fulfillment of significant commitments made to the community by King County government.  It also implements the King County Comprehensive Plan, and achieves growth management goals of the region.  As such, the Agreement contains detailed development criteria, above and beyond those normally specified prior to sale of King County property.  Additionally, there are deadlines associated with the development related to past agreements between stakeholders.  Accordingly, King County will continue to play a key role in ensuring successful development of the site, if council approves the enclosed legislation.
Continued activities of the FMD, in consultation with the PAO, will include:
· Obtaining the Master Use Permit (MUP): since the Agreement requires that ONS take all reasonable steps to commence development of the project by July 1, 2008, and that in no event shall it commence construction later than twenty four (24) months after the Closing Date, FMD will make every effort to ensure that development plans move forward expeditiously.  King County, as the current property owner, will participate in application for, monitor and facilitate the MUP application process, as well as the environmental review process, prior to closing on the sale.
· Coordination with Stakeholders: As ONS moves forward with final design for the development, King County FMD will continue to play a role to ensure stakeholder interest and coordination.

· Monitoring RFP Implementation: Firm commitments were made in the developer’s response to the RFP and the Purchase and Sale Agreement.  King County will wish to actively monitor progress to ensure that the development moves forward according to plan.
· Coordination with King County Activities: King County activities on or adjacent to the site will have to be closely coordinated.  For example, construction of the King County odor control facility will have to be done in concert with North Half Lot development activities.
· Expert Advice: As plans move forward, is likely that expert advice from consultants will be needed to secure permits, assist with environmental review, and to provide other technical information and services as needed.

Normally, activities required to negotiate a purchase and sale agreement are funded with existing appropriation authority, and reimbursed through proceeds of the property sale.  In this case the activities listed above go beyond the normal pre-purchase/sale negotiation activities, and exceed the capacity of existing appropriation authority.  To accomplish the tasks listed above, FMD will use a combination of in-house, term-limited temporary staff and consulting services.  The enclosed appropriation ordinance provides up-front funding for these activities, to be repaid through the proceeds of the sale.  A total of $144,000 is requested for 2007.  If required, an additional appropriation will be proposed in the 2008 budget.  
Yesler/Courthouse Campus Current Expense Reserve

The almost ten million dollars in net proceeds provides King County with several unique and unprecedented opportunities to transform the sometimes troubled Yesler/City Hall Park area into a thriving and vibrant gateway to Pioneer Square and the North Lot development.

There are many important Executive and County Council initiatives in or around the Courthouse campus that are in various stages of analysis and implementation.  These include:

· Securing development rights or title to properties immediately west of the New County Office Building;

· Potential housing, and redevelopment/improvement of the Courthouse campus itself, either on Goat Hill or in the Yesler area;

· Restoring a new south entrance to the Courthouse and linked improvements to City Hall Park;

· Replacing the existing King County Administration Building with a modern new office tower; and
· Removing the sky bridge from the jail to the Courthouse.
These options continue and support the initiatives set in motion with the development of the North Half Lot for making downtown a more livable and family friendly community.  These options also preserve and enhance King County government services and real property investments in the downtown core.  

As a result of our conversations with multiple parties such as the City of Seattle, the Seattle Housing Authority, private developers and others, it has become clear that each of these projects might be linked in ways that benefit all of them.  For example, the public benefits of the potential housing projects and City Hall Park improvements may grant us more square footage in a new office tower, which in turn may allow us to generate sufficient revenues to restore the south entrance to the Courthouse or remove the sky bridge.  
It is too soon to say exactly how they may all fit together, but what is clear is that this ten million dollars can be a catalyst for one or all of these projects.  We should not lose this incredible opportunity by spending the money elsewhere, but rather set the proceeds aside until a clear path for achieving these multiple objectives is reached by both the council and the Executive.

Therefore I will establish a Yesler/Courthouse Campus reserve in the current expense fund.  I recommend that the net proceeds of the sale, when available, (after the reimbursement described above) be set aside in this reserve for the potential capital purposes to address significant needs and achieve goals that have been identified for the King County campus in downtown Seattle.  I further recommend that the sales proceeds be reserved in the current expense fund without a deposit in the arts and cultural development fund as would normally be required under K.C.C . 4.56.130.
Conclusion
The sale of the North Half Lot property is authorized under KCC 4.56.100A(7), because it is being sold through a request for proposals for on-site development of affordable housing that provides a public benefit.  The sale of the property is also authorized under KCC 4.56.100A(1), because unique circumstances make a direct sale to ONS in the best interests of the public.  Unique circumstances exist because ONS has demonstrated its singular ability to develop the North Half Lot consistent with the RFP and in a manner that harmonizes with the needs of the stakeholders for the North Half Lot and the adjacent stadiums, exhibition center and neighborhoods.
This proposal for the sale and development of the North Half Lot will provide for numerous public benefits.  Specifically, this development:
· Is consistent with and helps implement the King County Comprehensive Plan, Countywide Planning Policies and the Growth Management Act, all of which call for concentrated infill development in Urban Areas which makes efficient use of existing and new public facilities and services.

· Will help meet the growing need for housing in King County, and will provide the opportunity for the county and the City of Seattle to obtain a minimum of 100 affordable housing units.

· Will help implement the City of Seattle’s goals of stimulating housing and related development in Pioneer Square.  The proposal is supported by the Pioneer Square Community Association.
· Is to be located within walking distance of one of the county’s major employment centers, and within close proximity to local and regional transportation facilities, including Metro Transit; Sound Transit bus, commuter rail, and light rail; and Amtrak rail.
Passage of this legislation will conclude a thoughtful and deliberate process ending in a sale which represents an exceptional value to the citizens of King County.  Through the Facilities Management Division’s divestiture of the property, King County continues to show forward looking management of its real estate assets that partners with the private sector.  Please contact Kathy Brown, Director of the Facilities Management Division, at 206-296-0631, or Robert Stier, Facilities Management Division, at 206-296-1815 or 206-263-7228 for any questions regarding the agreement with North Lot Development, L.L.C.  Contact Bob Thompson, Leasing Supervisor, Real Estate Services Section, at 206-296-7494, regarding the surplus process.
Enclosed is a package of information for the property.
I recommend approval of this ordinance and certify that funds are available.
Sincerely,

Ron Sims

King County Executive

Enclosures

cc:
King County Councilmembers

ATTN:  Ross Baker, Chief of Staff


                          Shelley Sutton, Policy Staff Director


          
                Mark Melroy, Lead Staff, Capital Budget Committee




  Anne Noris, Clerk of the Council


Sally Bagshaw, Chief Civil Deputy, Prosecuting Attorney’s Office (PAO)

Pete Ramels, Senior Deputy Prosecuting Attorney, PAO

Bob Cowan, Director, Office of Management and Budget

Paul Tanaka, County Administrative Officer, Department of Executive Services (DES)

Kathy Brown, Division Director, Facilities Management Division (FMD), DES

Robert Stier, Facilities Management Division, FMD, DES

Bob Thompson, Leasing Supervisor, Real Estate Services Section, FMD, DES
