[image: KClogo_v_b_m2]

Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
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	Mary Bourguignon
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	Date:
	December 2, 2024




SUBJECT

Proposed Ordinance 2024-0383 would authorize execution of an amended and restated 75-year residential ground lease for affordable housing at the Northgate Park and Pool lot.

Proposed Ordinance 2024-0384 would authorize execution of an amended and restated 75-year commercial ground lease for a childcare center, retail space, and Metro operator comfort station at the Northgate Park and Pool lot.

SUMMARY

In 2021, the Council authorized[footnoteRef:1] the Executive to enter into a development agreement and 75-year ground lease with an entity comprised of Bridge Housing Corporation and Community Roots Housing to develop a portion of the Northgate Park and Pool lot. Under the agreement, the developer would construct 232 units of subsidized, affordable housing; a childcare center; retail space; and a Metro operator comfort station.    [1:  Ordinance 19363] 


When the ground lease closed in December 2023, the developer had not secured the funding needed to complete the childcare center. As a result, the developer and King County agreed to bifurcate the leases for the residential and commercial portions of the development so that the developer could pursue separate financing for the commercial portion of the development while not affecting the affordable housing portion.

Proposed Ordinances 2024-0383 and 2024-0384 would accomplish that bifurcation: Proposed Ordinance 2024-0383 would amend and restate the ground lease for the residential portion of the project; and Proposed Ordinance 2024-0384 would amend and restate the ground lease for the commercial portion of the project. 

Today’s meeting will provide a briefing on the proposed legislation while legal review is underway.


BACKGROUND 

In 1999, to encourage transit-oriented development (TOD)[footnoteRef:2] in King County, the Council amended the King County Code’s provisions related to leasing County-owned real property, to add TOD to a list of uses for which the County could lease property for up to 50 years, with leases of up to 75 years to be allowed for affordable housing developed by a public housing authority or nonprofit organization.[footnoteRef:3] [2:  TOD is generally defined by the Federal Transit Administration as property development for residential, commercial, office, or entertainment uses centered around or located within a half-mile of a transit station that is served by reliable public transit with a mix of other transportation options.]  [3:  Ordinance 13599 (link), KCC 4.56.180.A.3] 


During the 2010s, in preparation for the extension of Link light rail to Northgate,[footnoteRef:4] Metro planned a restructure of bus service in the area[footnoteRef:5] and reevaluated the continued need for County-owned property near the light rail station, including Metro’s Northgate Park and Pool lot.  [4:  Link light rail service to Northgate Station began October 2, 2021 (link)]  [5:  Ordinance 19280] 


In 2018, King County’s Facilities Management Division (FMD) declared a 48,060 square foot portion at the north end of the Northgate Park and Pool lot property to be surplus[footnoteRef:6] and issued a Request for Qualifications and Concepts (RFQ/C) seeking proposals to develop the surplus portion for affordable housing. The RFQ/C required proposals to include a minimum of 200 units of subsidized affordable housing for a minimum of 50 years to serve households earning up to 60%[footnoteRef:7] area median income (AMI).   [6:  The Northgate Park and Pool is located at 10104 Third Ave NE, Seattle, WA. The portion declared surplus and leased through the 2021 ground lease (Ordinance 19363) reduced commuter parking at the lot by 186 stalls. Commuter parking is available in the vicinity (link). ]  [7:  Currently, 60% of area median income is approximately $63,000 for a single person and $90,000 for a four-person household. The King County Housing Authority’s current income limits for 30% and 80% of area median income are posted at its web site (link).] 


Following the RFQ/C process, the Executive proposed and the Council authorized[footnoteRef:8] a development agreement with an entity comprised of Bridge Housing Corporation and Community Roots Housing to construct and operate 232 units of subsidized, affordable housing serving households with incomes of 60% or less of area median income (AMI), including at least 52 two- or three-bedroom units and 24 units designated for system-connected[footnoteRef:9] households with incomes of 50% or less AMI,[footnoteRef:10] plus an additional three units of housing for on-site resident managers, for a total of 235 housing units.  [8:  Ordinance 19363]  [9:  System connected housing is designed to meet the needs of individuals leaving system-based institutions, including criminal justice system diversion programs. ]  [10:  The Ground Lease sets a "Minimum Affordable Housing Unit Requirement" of 200 units at 60% AMI or less with at least 20 units for system-connected households at 50% AMI or less.] 


The project is also to include a childcare center, retail space, and a comfort station for Metro employees.  

The 2021 development agreement included, as an attachment, the form of a ground lease, through which King County, under the provisions in the King County Code,[footnoteRef:11] would lease the property to the developer at $1 per year for 75 years, to be paid in a single $75 payment.  [11:  KCC 4.56.180.A.3] 


In addition to approving the development agreement and ground lease, the County has allocated $27.6 million to the affordable housing project from King County’s TOD bond fund,[footnoteRef:12] which was established to support affordable housing near high-capacity transit.  [12:  Transit-Oriented Development (TOD) Annual Report, August 2023 (link)] 


When the ground lease closed in December 2023, the developer had not secured the necessary funding to complete the interior of the childcare center. As a result, the developer and King County agreed to bifurcate the residential and commercial leases so that the developer could pursue separate financing for the commercial portion of the development while not affecting the affordable housing portion.

ANALYSIS

Proposed Ordinances 2024-0383 and 2024-0384 would bifurcate the 75-year ground lease approved in 2021[footnoteRef:13] for the transit-oriented development at the north end of the Northgate Park and Pool lot:  [13:  Ordinance 19363] 


· Proposed Ordinance 2024-0383 would amend and restate the ground lease for the residential portion of the project, which would include a total of 235 dwelling units (232 units affordable to households at or below 60% AMI) and associated improvements. 

The lease would be between King County as landlord and Northgate Affordable Housing LLLP (an entity comprised of Community Roots Housing and Bridge Housing Corporation) as tenant.

· Proposed Ordinance 2024-0384 would amend and restate the ground lease for the commercial portion of the project, which includes:
· Approximately 7,664 square feet of early learning facility space (also called the childcare unit) 
· Approximately 1,506 square feet of commercial retail space (the retail unit)
· Approximately 264 square feet for a comfort station for Metro employees.

The lease would be between King County as landlord and Northgate Retail LLC (an entity comprised of Community Roots Housing) as tenant.

The restated and amended leases are each included as Attachment A to the respective ordinances. Each lease states in its preamble that, other than bifurcation, the parties intend no material changes to the terms and conditions set forth in the original ground lease that was approved in 2021.

Legal analysis is ongoing.

The fiscal notes transmitted with the legislation indicate that the only expenses have been staff costs to coordinate the bifurcation and restatement of the leases: a combined total of $14,200.[footnoteRef:14] [14:  Note that each fiscal note lists expenses of $14,200. Executive staff confirm that the entire process for both leases involved a grand total of $14,200, meaning that the combined total is $14,200 and not $28,400.] 


The fiscal notes state that the proposed lease bifurcation makes no change to the net present value that was performed in 2021 when the original ground lease was proposed, has no fiscal impact to the County, and does not change the financial terms of the original ground lease.


ATTACHMENTS

1. Proposed Ordinance 2024-0383 (and Attachment A)
2. Transmittal Letter for Proposed Ordinance 2024-0383
3. Fiscal Note for Proposed Ordinance 2024-0383
4. Property Summary for Proposed Ordinance 2024-0383
5. Proposed Ordinance 2024-0384 (and Attachment A)
6. Transmittal Letter for Proposed Ordinance 2024-0384
7. Fiscal Note for Proposed Ordinance 2024-0384
8. Property Summary for Proposed Ordinance 2024-0384

INVITED

· Mark Ellerbrook, Director, Capital Division, Metro Transit Department
· Sarah Lovell, Transit Oriented Development Program Manager, Metro Transit Department
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