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March 26, 2012
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 are two ordinances relating to the sale of the north half of the north parking lot to the former Kingdome (North Lot).  The first ordinance authorizes the King County Executive to execute an easement granting the Public Stadium Authority (PSA) the non-exclusive right to use parking spaces that are excess to the parking needs of the Metro Transit Division (Metro Transit), within a Metro Transit parking garage located at 6th Avenue South and South Royal Brougham Way (Garage), in return for payment to Metro Transit of $10.1 million by North Lot development LLC (NLD). The second ordinance authorizes the King County Executive to sign a fourteenth amendment to the purchase and sale agreement, dated June 21, 2007, for the sale of the North Lot to NLD for $10.11 million (as amended, the Agreement) and modify certain covenants that encumber the North Lot property.

The North Lot sale, that closed on September 26, 2011, fully supports the King County Strategic Plan goals of financial stewardship and economic growth.  Construction has commenced on the western half of the property, which is very exciting news for the surrounding community, which has long awaited this development.  Several issues remain, however, that need to be resolved in order for the project to be financed and proceed in a timely fashion.
These issues are contractual requirements, related primarily to housing and replacement parking, that continue to affect the project and encumber the North Lot property.  The legislation I am submitting today will resolve the long-standing issue regarding how and where the PSA will be able to replace the parking capacity it has lost, because of the development of the North Lot.
Additionally, NLD’s financing partners continue to be concerned about application of certain provisions of the Agreement and covenants recorded against the North Lot property as weakening their security and are requesting changes as a condition of loaning NLD the funds necessary to provide a robust development that meets the County’s contractual requirements, as well as safeguarding the benefits to stakeholders accruing from a development of this scale in Pioneer Square.
REPLACEMENT PARKING
The Agreement contains contractual requirements that survive sale of the property, including requirements that NLD provide temporary and permanent replacement parking for the benefit of the PSA, to replace parking previously available to the PSA on the North Lot temporarily displaced during construction of the project and to replace 491 parking spaces permanently lost because of the project.

These requirements, which are contained in covenants running with the land, continue to be in force, encumber the property and the project and have been the source of disputes, discussions and negotiations beginning before King County conveyed any of the former Kingdome property to the PSA.  These parking concerns have remained throughout the entire planning process for development, and negotiation of sale of the North Lot to NLD, without a practicable solution acceptable to all of the parties, until now.

A mutually beneficial solution has now been developed collaboratively by the parties, which resolves the PSA’s lost parking capacity issues, releases NLD from a burdensome encumbrance on the project and provides King County an additional $10.1 million in revenue.  The proposed solution allows the PSA to utilize excess parking spaces located within a Metro Transit garage located adjacent to its Atlantic Street Base and in close proximity to the CenturyLink and Safeco fields.
In anticipation of a permanent solution and in order to close on the sale of the North Lot, King Countyhas issued the PSA a Special Use Permit for temporary parking at the Garage, in return for payment by NLD of $103,000, which was paid as part of the real estate closing on the sale of the North Lot.  This permit will terminate when a permanent resolution is approved and executed.
If approved by the Council, the PSA will be granted an easement for a term of 47 years or until the Garage is closed or demolished, for use of parking spaces within the Garage for event parking, in accordance with a schedule that has been developed by Metro Transit.  This schedule allocates excess parking capacity within the Garage on a daily basis ranging initially from 200 to 650 spaces, depending on the time and day.  This arrangement works because the peak parking needs for Metro Transit occur at different times and on different days than the peak parking needs for the PSA.  In addition, the PSA is willing to accept fewer than 491 spaces during a significant part of the week, because they will have access to considerably more than 491 spaces when it holds the kind of event that will require larger parking capacity.

When the easement is granted, three actions will occur simultaneously; 1) the PSA will release NLD and King County from all replacement parking requirements on the North Lot, both as to temporary and permanent replacement parking; 2) King County will release NLD from its obligations under the Agreement; and3) NLD will pay King County $10.1 million in consideration for such releases.
I believe this innovative approach mutually benefits all parties to the applicable agreements.  It is clearly in the best interests of King County to have this long-standing issue finally resolved.  This proposal maximizes the value of an important public asset and serves the public’s needs.  It provides revenue to King County and facilitates fully developing the North Lot in the most economic manner, unencumbered by the requirement to provide parking to the PSA on the North Lot, without regard to its cost or compatibility with the development.
MODIFICATION OF COVENANTS

NLD’s lender has requested that certain covenants relating to parking and housing be modified, so that the continuing obligations are more closely related to the portions of the project where the improvements are actually to be built, as opposed to applying to the North Lot property generally.  This request is a refinement of modifications to the covenants approved by the King County Council in Ordinance 17149 and requires a further amendment to the Agreement.

If authorized, The Parties would amend the North Lot Restrictive Covenant and the corresponding terms of the Agreement to apply the covenants separately to the east block and the west block and to otherwise clarify and amend the terms with regard to development scope, housing (the result of which will be to increase the required number of housing units to 700 and the square footage dedicated to housing to 650,000 square feet), King Street Station parking, stadium and exhibition center operations and modification of other covenants relating to the condominium units being created for the development on the west block.
I am satisfied that, as agreed to by the parties, these modifications are reasonable and adequately protect the County’s interests, while allowing NLD to complete the necessary financing to develop the project to its fullest potential, safeguarding the benefits originally articulated in Ordinance 15820, which have guided all of the subsequent amendments.
If you have any questions regarding the proposed legislation, please contact Kathy Brown, Director, Facilities Management Division, at 206-296-0630.
Sincerely, 

Dow Constantine

King County Executive
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Sung Yang, Chief of Staff, KCEO
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