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SUBJECT

Today’s briefing will cover transit-oriented development (TOD) and its relationship to a growing transit system. 

SUMMARY

Transit-oriented development (TOD) is defined as compact land use development, typically based around housing, but also potentially including other uses such as shopping, public space, parks, office space, schools, or even hotels, within close proximity to frequent, high-capacity transit. TOD is dependent on transit, because TOD projects cannot succeed unless the people who live or work there can easily get around. But transit is also dependent on TOD, because a transit system cannot succeed unless its passengers can easily get to train stations or bus stops.

In recognition of the region’s significant investment in transit, the Puget Sound Regional Council sponsored a TOD planning effort called Growing Transit Communities that has helped inform TOD policies. Both King County and Sound Transit have also adopted their own TOD policies, for the County in both its adopted land use[footnoteRef:1] and transit plans.[footnoteRef:2]  [1:  Ordinance 18427, King County Comprehensive Plan, 2016]  [2:  Ordinance 18449, Metro CONNECTS transit plan, 2017] 


Because rapid development around transit can have the effect of making transit-rich areas unaffordable to people with low or moderate incomes, King County and its regional partners have implemented several efforts to develop affordable TOD. These include the Regional Equitable Development Initiative (REDI) Fund,[footnoteRef:3] a $21 million revolving loan fund for affordable TOD; and the TOD bonds,[footnoteRef:4] a plan to issue $87 million in bonds backed by lodging tax revenues for affordable TOD. More recently, Sound Transit updated its equitable TOD policy,[footnoteRef:5] and the State Legislature adopted legislation[footnoteRef:6] to allow surplus publicly owned property to be transferred at below fair market value or at no cost for affordable housing. 
 [3:  Ordinance 18284]  [4:  Motion 14687]  [5:  Sound Transit Resolution R2018-10]  [6:  Third Substitute House Bill 2382] 


BACKGROUND 

What is TOD? 

Transit-oriented development (TOD) is defined as compact land use development, typically based around housing, but also potentially including other uses such as shopping, public space, parks, office space, schools, or even hotels, within close proximity to frequent, high-capacity transit. TOD is dependent on transit, because TOD projects cannot succeed unless the people who live or work there can easily get around. But transit is also dependent on TOD, because a transit system cannot succeed unless its passengers can easily get to train stations or bus stops.

The Institute for Transportation & Development Policy (ITDP) defines TOD as projects that “bring compact, mixed-use development within walking distance of high capacity rapid transit.” It goes on to note that, “TOD features vibrant streetscapes, pedestrian-oriented built forms, and land use characteristics that make it convenient and safe to walk, cycle, and use public transit.”[footnoteRef:7] [7:  https://www.itdp.org/library/standards-and-guides/tod3-0/what-is-tod/] 


The ITDP’s TOD Standard[footnoteRef:8] (see Attachment 4 to this staff report) defines successful TOD as meeting a number of goals for the people who live or work there: [8:  https://www.itdp.org/2017/06/23/tod-standard/] 


· Walk: Develop neighborhoods that promote walking
· The pedestrian realm is safe, complete, and accessible to all
· The pedestrian realm is active and vibrant
· The pedestrian real is temperate and comfortable

· Cycle: Prioritize non-motorized transport networks
· The cycling network is safe and complete
· Cycle parking and storage is ample and secure

· Connect: Create dense networks of streets and paths
· Walking and cycling routes are short, direct, and varied
· Walking and cycling routes are shorter than motor vehicle routes

· Transit: Locate development near high-quality public transport
· High-quality transit is accessible by foot

· Mix: Plan for mixed uses, income, and demographics
· Opportunities and services are within a short walking distance of where people live and work, and public space is activated over extended hours
· Diverse demographics and income ranges are included among local residents



· Densify: Optimize density and match transit capacity
· High residential and job densities support high-quality transit, local services, and public space activity

· Compact: Create regions with short transit commutes
· The development is in, or next to, an existing urban area
· Traveling through the city is convenient

· Shift: Increase mobility by regulating parking and road use
· The land occupied by motor vehicles is minimized.

How does TOD relate to an expanding transit system?

According to the Federal Transit Administration (FTA), successful TOD depends on both access to transit and density around transit. The FTA notes that, “[c]onvenient access to transit fosters development, while density encourages people to use the transit system. Focusing growth around transit stations capitalizes on public investments in transit and provides many benefits, including:

· Increased ridership and associated revenue gains for transit systems
· Incorporation of public and private sector engagement and investment
· Revitalization of neighborhoods
· A larger supply of affordable housing
· Economic returns to surrounding landowners and businesses
· Congestion relief and associated environmental benefits
· Improved safety for pedestrians and cyclists through non-motorized infrastructure” [footnoteRef:9] [9:  https://www.transit.dot.gov/TOD] 


Here in the Puget Sound region, in 2010, in recognition of the region’s significant investment in expanded transit, the Puget Sound Regional Council (PSRC) convened a group of public, private, and community stakeholders to plan how these transit investments could help the region achieve the goals set by VISION 2040.[footnoteRef:10]  [10:  VISION 2040 is the region’s strategy for meeting accommodating the increase in population expected in the region by 2040. The PSRC adopted VISION 2040 in April 2008. http://www.psrc.org/growth/vision2040 The PSRC is now planning for VISION 2050.] 


This effort was called Growing Transit Communities (GTC), and it was funded with a $5 million regional planning grant from the federal Partnership for Sustainable Communities.[footnoteRef:11] GTC developed an initial statement of purpose called the Growing Transit Communities Compact, which noted that the planned transit investments “present a once-in-a-lifetime opportunity to shape the region’s urban form and ensure that transportation improvements support sustainable development and foster vibrant, healthy neighborhoods for all.”[footnoteRef:12] The Compact articulated three goals: [11:  The Partnership for Sustainable Communities is an interagency partnership of three federal agencies: the Department of Housing and Urban Development (HUD), the Department of Transportation (DOT), and the Environmental Protection Agency (EPA), https://www.sustainablecommunities.gov/ ]  [12:  Growing Transit Communities Compact, http://www.psrc.org/assets/10017/GTCCompact.pdf?processed=true ] 


1. Attract more of the region’s residential and employment growth to high-capacity transit communities; 
2. Provide housing choices affordable to a full range of incomes near high-capacity transit; and 
3. Increase access to opportunity for current and future residents of transit communities. 

GTC then published a Growing Transit Communities Strategy that included 24 strategies in four areas: 

· Foundation Strategies recommended a regional and local framework for ongoing work to support transit communities;

· Strategies to Attract Housing and Employment Growth recommended actions to make urban places that are attractive to households and businesses, remove barriers to development, and support development in emerging markets;

· Strategies to Provide Affordable Housing Choices recommended actions to achieve the broadest range of affordability in transit communities; and 

· Strategies to Increase Access to Opportunity recommended actions to identify existing and potential new resources and tools to meet community needs, and build support for equitable transit communities.[footnoteRef:13] [13:  Growing Transit Communities Strategy, http://www.psrc.org/growth/tod/growing-transit-communities-strategy/ ] 


How does TOD relate to affordability and equity? 

As part of its work on strategies to increase access to opportunity and develop equitable transit communities, GTC analyzed housing demand and determined that approximately 17.5 percent of the expected growth in the region could be accommodated in the half-mile areas near light rail stations.[footnoteRef:14] However, it noted that this potential for increased development in transit-rich communities could result in higher prices for land and buildings, potentially displacing low- and moderate-income households.  [14:  Puget Sound Regional Council, A Regional TOD Fund: Ensuring That Transit Communities Grow Equitably, September 2012: 
http://www.psrc.org/assets/8674/TODFundWhitePaperReport12-17-12.pdf?processed=true] 


In fact, research conducted by Northeastern University concluded that, “a new transit station can set in motion a cycle of unintended consequences in which core transit users—such as renters and low income households—are priced out in favor of higher-income, car-owning residents who are less likely to use public transit for commuting.”[footnoteRef:15] [15:  Dukakis Center for Urban and Regional Policy, Northeastern University, Maintaining Diversity In America’s Transit-Rich Neighborhoods: Tools for Equitable Neighborhood Change, October 2010:
http://www.northeastern.edu/dukakiscenter/wp-content/uploads/2011/12/TRN_Equity_final.pdf] 


GTC studied options through which public housing authorities, non-profit housing developers, or public agencies could provide affordable housing in transit station areas and thus create opportunities for a mix of affordability levels. However, the research identified time as a significant challenge. Public agencies and non-profit developers need time – often several years – to assemble the needed funding to purchase land or buildings, typically competing for multiple funding sources that may have limited availability. In an environment in which land and building prices are appreciating and demand is high, organizations that cannot move quickly may not be able to compete. 

In response to these concerns about affordability, King County and its regional partners have implemented a number of strategies to promote affordable and equitable TOD.

REDI Fund. The Regional Equitable Development Initiative (REDI) Fund[footnoteRef:16] was proposed to promote the GTC goal of equitable transit communities by serving as a revolving loan fund that could help bridge the time challenge faced in areas in which prices are increasing. The REDI Fund would be used in the “walkshed” areas near existing and planned high-capacity transit stations for: [16:  https://www.enterprisecommunity.org/financing-and-development/community-loan-fund/redi-fund ] 


· Preservation of existing property to enable the purchase of buildings where the existing market rate housing is affordable to low-income households but is expected to increase, or projects with expiring rental subsidies that could be renewed (such as Section 8 contracts). 

· Property acquisition for new housing development. 

The REDI Fund, as approved,[footnoteRef:17] is a $21 million revolving loan fund that is comprised of public contributions from King County ($1 million); State of Washington ($2.5 million); City of Seattle ($1 million); Eastside cities, through A Regional Coalition for Housing, ARCH ($500,000);[footnoteRef:18] King County Housing Authority ($2 million); and investment funds from Living Cities ($3.5 million)[footnoteRef:19] and Enterprise Community Partners ($10.5 million).[footnoteRef:20]  [17:  Ordinance 18284]  [18:  ARCH funds were provided by: Bellevue ($250,000), Issaquah ($36,500), Kenmore ($25,000), Kirkland ($120,000), Mercer Island ($11,500), Redmond ($50,000), and Woodinville ($7,000). ]  [19:  Living Cities is a philanthropic collaborative of the world's largest foundations and financial institutions working together to improve the economic well-being of low-income people in cities (https://www.livingcities.org/)]  [20:  Enterprise Community Partners is a non-profit organization that works to create opportunity for low- and moderate-income people through affordable housing. Enterprise has invested $36 billion in housing investment. https://www.enterprisecommunity.org/ ] 


The REDI Fund is available to non-profit and for-profit developers prepared to make a 50-year affordability commitment of at least 10 percent of units at the lower of 20 percent below market rate or affordable to households at or below 80 percent of area median income. (Several of the individual public funders have more stringent affordability requirements for their funds that will be applied in addition to these baseline requirements.) Loans from the REDI Fund are to be distributed around the three-county region through a formula based on individual jurisdictions' contributions to the REDI Fund and the combined population-transit nodes in each area.

The first REDI fund loan, made in November 2017, was a $4 million loan to the Tacoma Housing Authority[footnoteRef:21] for 150 affordable units near Tacoma Community College and a transit center that will eventually become a Sound Transit light rail station. [21:  www.tacomahousing.net/news-updates/articles/first-redi-funded-affordable-housing-project-planned-for-tacoma ] 


TOD Bonds. Under state law, all revenues from the hotel-motel (lodging) tax are currently dedicated to the football stadium and exhibition center.[footnoteRef:22] Beginning in 2021, lodging tax revenues are to be allocated as follows: [22:  RCW 67.28.180(3)(c)] 


· At least 37.5 percent to arts and cultural purposes;
· At least 37.5 percent to affordable workforce housing near transit stations or for services for homeless youth; and
· The remainder for capital or operating programs that promote tourism and attract tourists to the county, including arts, heritage, and cultural events.[footnoteRef:23]  [23:  RCW 67.28.180(3)(d), RCW 67.28.180(3)(h)(ii)] 


In 2015, the Washington State Legislature passed the Workforce Housing Bill,[footnoteRef:24] which gave the County the ability to issue bonds, without seeking voter approval, to help finance workforce housing within half a mile of a transit station.[footnoteRef:25] These bonds were to be backed by the portion of the post-2021 lodging tax for affordable workforce housing / services for homeless youth.  [24:  Substitute House Bill 1223, Enacted as Chapter 102, Laws of Washington 2015]  [25:  As defined in RCW 67.28.180 / RCW 9.91.025] 


The legislation required that: the bonds be used for loans or grants to non-profit organizations or public housing authorities, for projects that can spend the funds within three years of bond issuance; and that the total debt service could not exceed half the total revenues collected through this portion of the lodging tax.[footnoteRef:26]  [26:  RCW 67.28.160] 


In response to the Workforce Housing Bill, the Council passed Motion 14687, which approved a TOD Bond Implementation Plan to issue $87 million in bonds to be allocated as follows:

· All County: $32.3 million for projects within one-half mile of a transit station.
· I-90 Corridor: $10 million for projects near transit stations along the I-90 Corridor between Issaquah and North Bend.
· Northgate: $10 million for a project or projects at the Northgate Transit Center.
· South County: $10 million for projects near the Des Moines or Federal Way transit stations.
· Bel-Red: $10 million for projects near Bel-Red Corridor transit stations.
· Seattle South Downtown: $14.7 million total, of which $8.7 million would be dedicated to the Historic South Downtown Public Development Authority, $3 million for the Pacific Tower affordable housing project, and $3 million for affordable housing near Othello Station.

As of June 2018, $52 million in funding from the TOD bonds has been awarded, with $35 million still remaining. Attachment 1 to this staff report shows the distribution of project awards by geographic area.

How do local policies affect TOD planning and implementation?

The affordable TOD projects described above, as well as privately-developed TOD projects throughout the region, are supported by policies that have been developed by agencies and jurisdictions throughout the region. Because TOD affects both transit and land use development, policies promoting TOD have been incorporated into both transit and land use plans.

King County Comprehensive Plan. The 2016 update to the King County Comprehensive Plan[footnoteRef:27] includes policies in a variety of chapters that support TOD and provide guidance for how it should be organized and located. These policies include: [27:  Ordinance 18427] 


· U-107 in support of “active communities”
· U-109a promoting compact communities that transit can serve efficiently and effectively
· U-121 promoting density and development patterns that support transit
· H-107 to increase housing and transportation choices
· H-122 that calls for the County to support TOD at transit supportive density and scale that preserves and expands affordable and mixed income housing opportunities near frequent and high-capacity transit service
· H-123 that supports evaluating and seeking opportunities for equitable TOD at major transit centers and hubs where investments are likely to produce increased ridership
· H-124 requiring the County to work with partners to reduce and prevent displacement of very-low to moderate-income households from TOD locations
· T-204 noting that the County should support local and regional growth plans and policies by focusing transit services on centers and other areas of concentrated activity

Metro CONNECTS Transit Long-range Plan. The transit plan, Metro CONNECTS, adopted in early 2017[footnoteRef:28] also includes policy language supporting TOD. That plan specifically calls for Metro Transit to support implementation of King County’s TOD plan around major stations and hubs, coordinating with jurisdictions to identify locations and to promote compact, transit-supportive development. [28:  Ordinance 18449] 


As one example of the implementation of these policies, Metro Transit has been working with the City of Seattle to redevelop Metro-owned property near Northgate Mall and the future Northgate Link light rail station. The goal of the development is to provide affordable housing and a mixed-use project on a centrally located property next to the light rail station.

Metro Transit released a Request for Proposals (RFP) in late 2017. Two bidders responded, with proposals for at least 200 affordable housing units on Metro’s Northgate property. However, in response to a new State law[footnoteRef:29] that allows for the surplusing of publicly owned property below fair market value for affordable housing (described below and included as Attachment 3 to this staff report) King County cancelled the RFP in early June. During the committee meeting, Metro staff will discuss next steps for the Northgate project. [29:  Third Substitute House Bill 2382] 


Sound Transit’s Equitable TOD Policy. Sound Transit completed a TOD Program Strategic Plan in 2010, which established a policy framework for a TOD program within the context of Sound Transit’s mission to implement regional high-capacity transit. 

In December 2012, the Sound Transit Board adopted a resolution[footnoteRef:30] that established eight goals for the TOD program and directed the agency to consider TOD outcomes early and throughout project delivery. The 2012 policy also established the concept of “Agency TOD,” which is the direct implementation of TOD on Sound Transit owned property, and “Community TOD,” in which Sound Transit would support other entitles on transit supportive policy and development one-half mile around a Sound Transit station. [30:  Resolution No. R2012‐24] 


In 2014, Sound Transit released an updated TOD strategic plan that incorporated the 2012 TOD Policy.[footnoteRef:31] In 2015, the Washington State Legislature amended Sound Transit’s enabling legislation, directing Sound Transit to advance equitable TOD goals, setting forth financial and procedural requirements, and authorizing Sound Transit to prioritize affordable housing in surplus property disposition. These changes[footnoteRef:32] took effect with the November 2016 voter approval of Sound Transit 3. [31:  https://www.soundtransit.org/sites/default/files/20140423_RPT_TOD.pdf]  [32:  RCW 81.112.350] 


Since the approval of Sound Transit 3, the Sound Transit Board has worked to update its TOD policies. In December 2017, the Board approved a draft policy scope and five policy priorities (affordable housing development, engagement, fiscal responsibility, flexibility, and integrated project delivery).

In April 2018, the Sound Transit Board adopted an Equitable TOD Policy[footnoteRef:33] (see Attachment 2 to this staff report) that included the following goals: [33:  Sound Transit Resolution R2018-10] 


· Increase the value and effectiveness of transit by increasing transit ridership.
· Support implementation of state, regional and local growth plans, policies and strategies.
· Make equitable TOD an integral component of and supportive of transit project planning and delivery.
· Engage a broad cross-section of the public, reflecting diverse communities.
· Encourage creation of housing options near transit with priority given to affordability.
· Encourage convenient, safe multi-modal access to the transit system, with an emphasis on non-motorized access.

Sound Transit is currently in the process of implementing several TOD projects, including one near the future Roosevelt light rail station. At Roosevelt, the Sound Transit Board has agreed to enter into negotiations with Bellwether Housing and Mercy Housing Northwest to sell or lease a parcel next to the new light rail station at 65th and Roosevelt for the construction of 245 affordable housing units. 

The preliminary project, as of Sound Transit’s April 2018 TOD Report,[footnoteRef:34] includes all affordable units to families making 60 percent of the area median income (AMI) or less, 40 percent of the units affordable to those making between 30 and 50 percent AMI, and 42 percent of the units developed as family sized units of either two or three bedrooms.  [34:  https://www.soundtransit.org/sites/default/files/2018-q1-transit-oriented-development-report.pdf] 


The appraised value of the site is $18.5 million and the Board authorized staff to negotiate the transaction at a reduced price of $6.75 million. According to Sound Transit, negotiations are underway for transaction agreements that the Sound Transit Board of Directors will consider in 2018. During the committee meeting, Sound Transit staff will discuss next steps for the Roosevelt project.

2018 State law on property disposition for affordable housing. During the 2018 legislative session, the Washington State Legislature passed Third Substitute House Bill 2382 (see Attachment 3 to this staff report) which gives municipalities and political subdivisions, including enterprise fund agencies, the discretionary authority to transfer surplus property at below fair market value or at no cost to public or private entities for the purpose of building affordable housing.  

Section 3(3) of HB 2382 states that a municipality or political subdivision’s legislative authority must enact rules to regulate the disposition of property for these purposes. As a result, Metro Transit, as noted above, canceled its RFP for the development of the Northgate property, and it is anticipated that the Executive will transmit legislation later this year in response to the State law. 

In addition to its effect on the Northgate property, the new State law could have implications for other properties owned by King County, Sound Transit, and other local jurisdictions and agencies. It is unclear at this point how the law will affect TOD affordability or the processes of local jurisdictions and agencies in making publicly owned properties available for TOD. 

ATTACHMENTS

1. King County TOD Bond Update, June 2018
2. Sound Transit Resolution No. R2018-10, Adopting an Equitable Transit Oriented Development Policy
3. Third Substitute House Bill 2382, An Act relating to promoting the use of surplus public property for public benefit
4. Institute for Transportation & Development Policy, TOD Standard
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INVITED

· Diane Carlson, Assistant Division Director, King County Metro Transit
· Mark Ellerbrook, Regional Housing and Community Development Manager, Department of Community and Human Services
· Radhika Moolgavkar, TOD Program Manager, Department of Community and Human Services
· Brooke Belman, Land Use Planning & Development Director, Sound Transit 
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