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STAFF REPORT
SUBJECT:
The proposed ordinance, if approved by the Council, will authorize the Executive to sell a portion of the downtown Redmond Park and Ride lot, known as parcels A and B, for mixed use development including affordable housing.  
SUMMARY:

The King County Department of Transportation is proposing to sell a portion of the downtown Redmond Park and Ride lot and partner with the City of Redmond and Trammell Crow Residential, to build a mixed-use transit oriented development (TOD) project.  The Redmond TOD project includes a structured garage to be built by the county which is needed to replace the existing park and ride stalls, and up to 400 housing units and 11,000 square feet of commercial space to be built by Trammell Crow.  This proposed project is adjacent to the new Redmond Downtown Transit Center, which is scheduled to commence construction later this year.  According to estimates from the Department of Transportation, the revenue received from the sale of a portion of the existing park and ride lot ($10.5 million) is expected to cover the cost to design and construct the garage.  The details of this property sale are contained in the Purchase and Sale Agreement (PSA) attached to the proposed ordinance.  Specific components of the agreement are outlined in greater detail later in the staff report.  A map of the property and its respective parcels is included as an attachment to the transmittal letter.
BACKGROUND:
The county’s TOD program, which began in 1998, aims to increase housing and other development near transit facilities in an attempt to reduce the use of single-occupant vehicles and increase the number of times people walk, bicycle, carpool, vanpool, or take another form of transit by bringing potential riders closer to transit facilities. The program is also intended to meet broader growth management goals such as mixed-use, urban center development and greater affordability of housing.  

The City of Redmond is in the process of finalizing a Downtown Transportation Master Plan.  The concept of the Master Plan is to create and allow for public transportation investments to facilitate the full development of the downtown Redmond urban center.  A key concept to this plan is a transit oriented development district that will provide incentives and strategies appropriate for transit supportive land uses.  The City of Redmond Comprehensive Plan specifically calls for redevelopment of the Redmond Park and Ride lot for mixed use.   
In March of 2005, the county issued a request for proposals from private developers to develop parts of the downtown Redmond Park and Ride lot.  Trammell Crow Residential, a national developer, was selected from a pool of applicants to construct a mixed-use development.  
Per King County Code Chapter 4.56.70, the county has completed the surplus real property sales process for Parcels A and B of the property.  A copy of the notification letter from the Real Estate Services Section is included as an attachment to the proposed ordinance.  For additional information about the surplus property sales process, a summary is included as Attachment 2 to the staff report.   

Summary of the Purchase and Sale Agreement (PSA)
The PSA outlines in detail the conditions of sale to Trammel Crow Residential.  Below are some highlights of the agreement. 
· The County owns the downtown Redmond Park and Ride lot, located at 8178 161st Avenue NE, consisting of 386 parking stalls.  The lot size is 4.5 acres and is divided into three parcels (A, B and C). 

· Trammell Crow Residential has agreed to purchase Parcels A and B of the downtown Redmond Park and Ride Lot (approximately 3 acres) for the price of $10.5 million ($79/sq ft.) 

· The County will retain ownership of the remainder of the property known as Parcel C, consisting of approximately 1.5 acres for the purposes of constructing a three-story parking garage.
· Trammell Crow Residential will construct a mixed-use project on Parcels A and B that includes up to 400 housing units and 11,000 square feet of commercial space.  

· Trammell Crow Residential will submit a detailed Transportation Demand Management (TDM) Plan drafted in consultation with the County’s Transit Division and the Greater Redmond Transportation Management Association.

Cost/Benefit Analysis
Attachment B to the proposed ordinance contains a cost/benefit analysis prepared by KCDOT.  The analysis compares the costs of this proposal with estimated benefits from increased transit ridership and tax revenue.  In summary, the cost/benefit analysis seeks to show a net positive difference between the benefits and the costs of the project of approximately $1.4 million. 
Policy Implications - Additional Transportation Benefits
In addition to the monetary benefits listed above, KCDOT’s cost/benefit analysis contends that there a number of additional benefits that are tangible but difficult to quantify, such as: reduced air pollution and energy consumption, reduced rate of vehicle miles traveled, increased mobility choices, and enhanced urban development.  
The assumed benefits of the Redmond TOD project are consistent with the goals of federal transportation and air quality laws, the Washington State Growth Management Act and the King County Comprehensive Plan.  Furthermore, the benefits appear consistent with the findings of a recent study conducted in King County by Lawrence Frank and Company in conjunction with the Federal Transit Administration.  The purpose of the study, titled “Land Use Transportation Air Quality and Health (LUTAQH) was to measure how specific land use and transportation actions affect air quality, mobility, and congestion, and public health.  Conclusions of the study stated that encouraging compact, mixed use developments offering transportation choices will help the county meet its adopted goals of increasing transit efficiency, reducing automobile dependency, and improving air quality and health.  
The proposed Redmond TOD project fits this description.  However, it is important to note that additional activities related to measuring, planning and implementing projects such as this need to put in place.  For instance, the study recommends that performance measures be created and level of service criteria for all modes of transportation be established.  In addition, policies should be created, changed or reviewed to allow for a comprehensive assessment of mixed-use projects.  To Council Staff’s knowledge, no comprehensive policy exists for reviewing TOD projects.
Follow-up on Issues from February 8 Committee Meeting
Affordable Housing
Questions from the February 8 meeting focused on the source and the specifics of the affordable housing requirements for this project.  The PSA outlines the details of the affordable housing requirements discussed below.  The source of the requirements comes in part from the City of Redmond’s land use code, the county code and the revised code of Washington (RCW). 

In general, the PSA requires the developer to make up to 20 percent of the housing units affordable to qualified families but the exact percentage/number of affordable units ultimately depends on the mix of “for sale” and “for rent” units.  Since the project calls for 400 dwelling units, the maximum number of affordable housing units (20 percent) would be 80.   This percentage of affordability requirement goes beyond the City of Redmond’s land use code of 10 percent (40 units in this case), and satisfies additional requirements at the request of the County.  The additional affordable housing requirements in the agreement had to be negotiated as part of this agreement; they are not required by law.  Based on the specifics of the agreement, the minimum number of affordable housing units for the project would be 55 (or 13.75%).  As mentioned, the number of affordable housing units between 55 and 80 will ultimately depend on the mix of “for sale” units and “for rent” units.  
Different affordable housing requirements pertain to “for sale” units and “for rent” units.  Using the definitions referenced in the code (see below for more detail), the potential “for sale” units that will be made “affordable” for this project will be in the moderate-income range (up to 115% of county-wide median income).  The “for rent” units that will be affordable in the project will be available in the low-income range (up to 80% of the county-wide median income).  The remainder of units for the development will be market rate.  
In summary, there is no clear definition of what affordable housing is or specific requirement of what it should look like in terms of a set percentage of units or level of affordability outlined in the county code.  Definitions of affordable housing are only referenced in the code as households that qualify as very low-income, low-income or moderate-income.  The specific definitions of what constitutes “very low income” (up to 50% of median), “low income” (up to 80% of median), and “moderate income” (up to115% of median) actually reside in RCW 43.63A.51.  
County Code Chapter 4.56.70 refers to the responsibilities of the Facilities Management to make the determinations on suitability of affordable housing, in consultation with the Department of Community and Human Services, but there is considerable leeway afforded to FMD in making such a determination.  Factors that affect affordable housing components of a project include market conditions, neighborhood and jurisdiction compatibility, zoning, and project costs.  In addition, there are currently no adopted guidelines or established criteria for TOD projects that would allow the Council to judge and measure against.  As a result, requirements for affordable housing developments for projects like the Redmond TOD have been determined on a project by project basis.  
Legal Review
The PSA has been reviewed by the Prosecuting Attorney’s Office and the Council’s legal counsel.  During this review, some minor edits were suggested to the PSA.  These edits have been reviewed by the Executive branch and Trammell Crow and appear to be acceptable to both parties.  These changes have resulted in a revised PSA that will need to be approved through an amendment (See Attachment 3).    
In addition to the minor edits mentioned above, the legal review resulted in the identification/confirmation of the following potential risks:

· Limited Partnership Status – the PSA is between King County and a “limited partnership” of Trammell Crow Residential.  Limited partnerships are generally created to protect the assets of a parent company.  While Trammell Crow Residential is a well-known national developer, not much is known about the assets of the limited partnership it has created for this agreement.  “Assets” are relevant with regard to the limited partnership’s ability to meet any ongoing obligations outlined in the PSA.  Therefore, there is some risk associated with entering into an agreement with the limited partnership.  However, this risk does not seem too significant given the nature of ongoing obligations required in the PSA (primarily related to utility easements).   
· Contingency Documents – As mentioned in the February 8 review by the Committee, there are four documents that the PSA is contingent upon.  These include a Development Agreement, Deed, Easements, and Affordable Housing Covenants.   These documents have not been completed yet but are necessary components of the PSA.     
Parking
A question was raised at the February 8 meeting regarding the reduction in use of the Redmond Park and ride lot (from 2001 to 2005).  Additional analysis of the reason indicates a combination of factors as the cause for the decline.  Most of the change can be attributed to the extension of Sound Transit Route 545 (in 2002) to Bear Creek Park and Ride lot.  Prior to this change, the route terminated at the Redmond Park and Ride lot.  Following the change, Bear Creek utilization went up as it was an easier access point for park and ride users coming from the Avondale area and it had better pedestrian access, making it more attractive than the Redmond lot.  Additional factors attributable to the decline of use at the Redmond lot include the opening of the Overlake Transit Center in 2002, again drawing users away from Redmond, and a downturn in the economy resulting in higher unemployment rates.  

ATTACHMENTS:

1. Proposed Ordinance 2006-0002 with attachments 
2. Summary of Surplus Sales Process KCC 4.56.70

3. Proposed Amendment to revise the Purchase & Sale Agreement
INVITED:
Ron Posthuma, Assistant Director, Department of Transportation
Gary Prince, Transit Oriented Development Section

Brian Fritz, Development Associate, Trammell Crow Residential
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