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SUBJECT:  
Proposed Ordinance 2007-0275 would authorize the Executive to execute a purchase and sale agreement for county owned property known as the North Half of the Former Kingdome Parking Lot parcel to North Lot Development, L.L.C.  The ordinance, as currently proposed, would waive satisfaction of the requirements under K.C.C. 4.56.130 for this transaction - this section of the King County Code requires ten percent of gross sale proceeds of such a sale to be deposited into the arts and cultural development fund.  The development team of Opus/Nitze-Stagen, in association with the Seattle Housing Authority, would develop the parcel into residential and commercial units according to a series of development conditions. 
Proposed Ordinance 2007-0276 is a supplemental budget appropriation request for $144,000 to the building repair and replacement fund.  This funding is being requested to support implementation of the sale of the North Half of the Former Kingdome Parking Lot parcel.  According to the terms of the sale, County staff would be required to participate in the application for a master use permit for the site and help with other sale-related activities such as stakeholder coordination.  The costs associated with this item would ultimately be funded by sale proceeds.
BACKGROUND: 

The North Half Lot was purchased along with neighboring properties by King County in 1971 from Burlington Northern Inc. for the purposes of the Kingdome stadium development.  The parcel is 3.85 acres and is currently owned by the Current Expense Fund.  The Facilities Management Division (FMD) is the custodial agency.
In June of 1997 the voters of the State of Washington approved Referendum 48 (the “Stadium Act”).  This Act provided a framework for the financing, construction, ownership and operation of a “stadium and exhibition center” defined as “an open-air stadium suitable for National Football League football and for Olympic and World Cup soccer, with adjacent exhibition facilities, together with associated parking facilities and other ancillary facilities.” [Stadium Act 101(9)]  In addition, the Stadium Act authorized the Washington State Public Stadium Authority (PSA), in consultation with First and Goal, Inc. (FGI), a “team affiliate” under the Act, to determine the site, the overall scope of the project, and the overall design and specification for the stadium and exhibition center. [Stadium Act 106(1)-(3)]
The Stadium Act required the county to “assemble such real property and associated personal property” as the PSA and the county “mutually determine to be necessary as a site fore the stadium and exhibition center”. [Stadium Act 109(2)].  The Act further requires that property mutually determined necessary for this purpose that was owned by the county on or after the Act’s effective date in July 1997 must be contributed to the PSA.  Property that is encumbered by debt may be transferred by the county to the PSA, but “obligation for payment of the debt may not be transferred”.

In consultation with FGI, the PSA initially determined, through the adoption of Resolution 43 on April 30, 1998, that the site for the stadium and exhibition center shall be that site currently occupied by the Kingdome, owned and operated by the county.  The proposed stadium and exhibition center included a 67,000 seat open-air stadium, an exhibition center with an eventual maximum of 485,000 square feet of useable space and a 2,000 car parking garage.

Concurrent with the PSA’s site selection process, the King County Executive and the city of Seattle Mayor expressed a strong public policy interest in selling certain Kingdome-related properties to a private developer for construction of a housing/mixed-use development.  The proposal anticipated development of the north Kingdome parking lot (the “North Lot”).  The proposal was premised on neither property being determined necessary as permanent components of the site of the stadium and exhibition center.
Also at this time, the Washington State Department of Transportation (“WSDOT”) expressed its desire to use portions of the North Lot for parking and bus staging to serve the Intermodal Facility being developed at King Street Station in Seattle.
During May and June, 1998, representatives of the Mayor of Seattle, the County Executive, the PSA, FGI and WSDOT met to reconcile their varying interests in the North Lot.  The parties negotiated and signed an Agreement and Letter of Intent dated June 25, 1998 (the “multi-party Letter of Intent”).  The Letter of Intent created an agreed upon plan for the conveyance of all real and personal property determined to be necessary as a site for the stadium and exhibition center and for potential development of the remaining portion of the North Lot of the Kingdome.  Many of the terms and conditions outlined in the Letter of Intent were later memorialized in an agreement between King County Washington and the Washington State Public Stadium Authority.  On September 8, 1998, the King County Council passed Ordinance 13262, which 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 also authorized, by Ordinance 13262, to enter into the agreement with the PSA to convey the Kingdome parcel.  This agreement was signed by the King County Executive on September 30, 1998 and is included as Attachment #6 to this report.
Below is a list of conditions included in the September 30th agreement as they apply to the sale of the North Half Lot:
· Section 1.2 – “The North Half Lot was not mutually determined to be necessary as a site for the stadium and exhibition center and the County will retain ownership of the North Half Lot under the terms provided for herein.  The PSA relinquishes all rights and interests in the North Half Lot, except as provided in Section 3.3 and Section 5 below, and except as provided in the Letter of Intent.”
· Section 1.4.2 – “County , City or PSA acquisition by lease or other means of unconditional access to and use of the Washington State Department of Transportation parcels in the Royal Brougham Way corridor, and subsequent assignment of such rights to the PSA”..
· Section 3.3 – “The PSA shall be entitled to use and control of the North Half Lot, without charge, for purposes of parking and event staging, after expiration of the Reservation of Possessory Rights pursuant to Section 4 below and until notice of commencement of development of the North Half Lot is given in accordance with the terms of the Letter of Intent.”
· Section 5.1.3 – “The developer shall provide an alternate parking structure and replacement parking as required and described in the Letter of Intent…provided that the preliminary design process for any parking structure developed in the areas referred to as the southwest quadrant of the north lot or the south lot shall include consideration of, and specific written findings on, whether the structure should be designed and constructed in a manner to provide event staging…”
· Section 5.3 – “If development of the North Half Lot has not commenced by July 1, 2008, or within six (6) years after an occupancy permit is issued for the stadium and exhibition center, whichever is later, and if the PSA ahs determined that the North Half Lot is necessary for a stadium or exhibition center use, then the PSA may seek transfer of the North Half Lot from the County at that time pursuant to the Stadium Legislation.”
· Section 5.4 – “The County and the PSA expressly acknowledge that establishment of the lease rights (or other form of use rights) for PSA use of the WSDOT lots as described in the Letter of Intent is an essential requirement of their arrangement for North Lot development, and if any party to the Letter of Intent terminates the parties’ agreement on the North Lot arrangement as described in Exhibit C, then the provisions of this Agreement pertaining to North Lot development shall be deemed terminated.”
Representatives from the Prosecuting Attorney’s Office are available to discuss interpretations of the agreement or potential implications to the purchase and sale ordinance.  Such discussions would be appropriately held in Executive session.
CURRENT NORTH HALF LOT DEVELOPMENT PROPOSAL
The North Half Lot was nationally advertised for sale via a Request for Qualifications (RFQ) issued on July 14, 2005.  Four major developers responded by the August 30, 2005 deadline.  All four responders were deemed qualified by a review panel consisting of representatives from King County, The City of Seattle, the Public Stadium Authority and the Washington State Department of Transportation.
In April of 2006 the County issued a Request for Proposals (RFP) to the four qualified RFQ respondents.  The RFP offered the opportunity to submit a purchase offer and development proposal with an accompanying set of restrictions including requirements for affordable housing units - copies of the RFP document are available upon request.  The County retained the right to reject any purchase offer below $10,110,000 for the 3.85 acre parcel.  This minimum purchase price reflected information found in an appraisal of the property conducted by Greenleaf Valuation Group Inc. drafted on March 1, 2006.  The parcel has a number of related easements and associated conditions as well as a high ground water table.  
Stakeholder Input

Just prior to the RFP issuance, correspondence from First & Goal Incorporated and The Washington State Public Stadium Authority (PSA) was received by the King County Executive.  In a letter dated March 28, 2006, PSA Board Chair Lorraine Hine wrote that the PSA Board has “significant concerns about the ability of the facility to operate if adequate and economically viable replacement parking and staging areas are not provided”.  Attached to the March 28th letter was a term sheet, which included several suggested conditions for inclusion in the RFP.  This letter and a responding letter from the King County Executive are included as Attachment #7 to this report.  In a letter dated April 11, 2006 FGI Chief Financial Officer, Martha Fuller, wrote to “reiterate the strong concern we have heard from the promoters of some of our largest and most popular events, the Consumer Show Coalition Group (CSCG)”.  Per the April 11 letter “The CSCG has expressed strong reservations about the feasibility of off-site staging space as a replacement for the on-site staging for which the North Lot is presently used.”  This letter and the Executive’s response are included as Attachment #8 to this report.
The Executive’s Transmittal Letter for this legislation outlined some of the major conditions in the Request for Proposals.  Those are reiterated here:
· 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.  

· 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.

· Replacement of existing parking spaces used by the PSA on the site, both during construction of the development and following completion

· Retention of a view corridor to and from Qwest Field along the PSA’s existing Second Avenue South easement. 

Two of the four development teams qualified under the RFQ process submitted proposals by the RFP deadline of June 28, 2006.  The two proposers were 1) a joint venture of Wright Runstad & Company and the Murray Franklyn Family and 2) the joint venture of Opus Northwest, L.L.C. and Nitze-Stagen & Company, Inc. in cooperation with the Seattle Housing Authority.  The proposal from the Wright Runstad/Murray Franklyn Family group did not meet the minimum requirements as outlined in the RFP and corresponding addenda and acknowledged such in their proposal cover letter.
A selection committee consisting of representatives from the King County Executive branch, the King County Council, the City of Seattle and the Pioneer Square Community Association, met twice in June of 2006 and selected the Opus/Nitze-Stagen proposal as the responsive and successful proposal.
Following selection of the Opus/Nitze-Stagen proposal, executive staff and representatives of the Prosecuting Attorney’s office negotiated the purchase and sale agreement that is the subject of Proposed Ordinance 2007-0275.


ELEMENTS OF THE PURCHASE AND SALE AGREEMENT: 

The purchase and sale agreement is responsive to conditions outlined in the Request for Proposals.  Goals for housing units are established, replacement parking for the PSA is incorporated and a schedule for project completion is established.  The following section of the report highlights major issues of the agreement by topic.
SUMMARY OF HOUSING ISSUES
The proposed purchase and sale agreement allows for the development team of Opus and Nitze-Stagen, (ONS) in association with the Seattle Housing Authority to include a mix of residential and ownership units in the North Half Lot property development. Sixty percent of the gross square feet of the development, not including parking, is proposed to be housing for multiple income levels and family sizes.

Specifically, the proposed agreement includes development containing no fewer than 400 market rate and affordable housing units, of which 100 units must be affordable. The agreement proposes to provide housing for multiple income levels and family sizes through a mix of ownership and rental units. In addition to the minimum of 100 units of affordable housing, workforce housing will be added if determined to be economically feasible by ONS. 

For purposes of this agreement, “Affordable” housing is defined as residential units made available for:  

· Sale to households earning no more than 100% of annual median income as defined by the Federal Housing and Urban Development (HUD)  Income Guidelines for King County and requiring a mortgage of no more than 25% of gross annual household income, or 

· Rent to households earning no more than 60% of annual median income as defined by the HUD Income Guidelines for King County, and at a rent, including basic utilities, of no more than 30% of gross annual household income.  

For purposes of this agreement, “Workforce” housing is defined as residential units made available for: 

· Sale to households earning 115% of annual median income as defined by the HUD  Income Guidelines for King County, or

· Rent to households earning 61% - 80% of annual median income as defined by the HUD Income Guidelines for King County

The sale of the North Half Lot property was 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.  

Current Analysis of Housing Aspects of the Purchase and Sale Agreement
The proposed agreement appears to be consistent with the specifications put forth in the 2006 Request for Proposals (RFP) and its subsequent addenda. Additionally, the Department of Community and Human Services participated in the development of the affordable housing section of the RFP. 

Should the proposed housing be developed and offered to the community as outlined in the agreement, the 100 units of affordable housing contributes to the county’s overall goal of increasing affordable housing capacity. 

Housing issues for further consideration
The guidelines for affordable housing were amended from the original RFP language. A subsequent amendment increased the percentage of median income from 80% of median income to 100% of median income.

The agreement includes a provision stating that should zoning change to allow for increased height of buildings within the development, and the buyer concludes that is inappropriate to extend the sixty percent housing requirement to the larger development, the buyer may develop an alternative plan as to the percentage of the development that must be housing only. This alternative plan will be approved by the King County Executive and Mayor of the City of Seattle. 

PROPOSED PROJECT SCHEDULE ISSUES
The Purchase and Sale Agreement specifies three deadlines related to the schedule for implementation and completion of the proposed development.  The proposed agreement states: 

“Buyer shall covenant that it shall 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.  Buyer shall complete construction of the Project no later than ten (10) years after commencement of construction”.
It is envisioned in the Purchase and Sale Agreement that the development will occur in multiple phases over a period of years.
A more immediate schedule date for Councilmembers’ consideration is included on page 28 of the purchase and sale agreement.  Section 13.17 of the agreement reads as follows:
Buyer’s offer to acquire the Property under the terms of this Agreement as evidenced by Buyer’s execution of this Agreement shall terminate if not accepted by Seller through Seller’s execution of this Agreement on or before July 1, 2007, unless that date is extended by Buyer.

Additionally, there are a number of contingencies described in Section 5.2 of the Purchase and Sale Agreement which is titled “Seller’s Due Diligence Contingency”  The County is not obligated to proceed to closing and conveyance of the Property if the contingencies are not satisfied.  A few of the contingencies are described here: 
· Buyer shall have received a Master Use Permit authorizing the entire project from the City of Seattle

· Buyer shall provide a performance and payment bond … or other instrument … to Seller securing the amount of $15 million.

· SEPA review for the Project has been completed by the City of Seattle including any administrative appeals associated with such review

· Buyer shall have reached agreement with the PSA for the design and operation of, and form of interest in the permanent replacement parking spaces to be located on the property
The above-mentioned issues are a sampling of the contingencies found in Section 5.2 of the purchase and sale agreement.  These issues are noted here as a means to convey some of the various activities that will likely be required between execution of a purchase and sale agreement and closing on the property.
EXPO CENTER CIRCULATION ISSUES

In response to the concerns outlined by PSA and FGI regarding staging needs of the Consumer Show Coalition Group, the purchase and sale agreement includes language requiring the developer to perform a traffic circulation and staging study for the large events held at the Expo Center.  The study is covered in section 4.6.2 of the purchase and sale agreement and will be prepared at the “sole expense” of the buyer.  The 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 Executive’s transmittal letter for this legislation also stated that “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”.  The Chair of the Capital Budget Committee recently requested and received a letter from the Mayor of Seattle documenting the City’s commitment to negotiate a street use agreement for staging on Occidental Avenue South.  This letter is included as Attachment #9 to this report.
OTHER ISSUES FOR CONSIDERATION

The development of the North Half of the North Lot has been under consideration for many years now.  Planning for the development has been included in City of Seattle planning documents for over 17 years and currently holds the highest priority status in the Pioneer Square Neighborhood Historic Plan.  Development plans for the parcel are featured prominently in the City of Seattle’s March 2006 “Livable South Downtown” study.  Increased building heights on the parcel are considered in that planning document.  Pages 11, 12 and 13 of the study make reference to the North Lot and are included as Attachment #10 to this report.
The project has garnered support from a wide variety of agencies and interest groups.  Attached to this staff report is a series of letters in support of the currently proposed development from the following agencies and individuals:
Pioneer Square Community Association

Seattle Housing Authority

Washington State Department of Transportation

Seattle Chinatown International District Preservation and Development Authority

Chinatown International District Business Improvement Area
Allied Arts of Seattle

State of Washington House of Representatives (Representative Eric Pettigrew)

Mick McHugh, Proprietor, F.X. McRory’s Steak House

The Compass Center

Sound Transit

Ryan Smith, Martin Smith Inc.

Jo Thompson, Business Manager, Pioneer Square Hotel

Peter Aaron, Owner, Elliot Bay Book Company

LEGAL REVIEW
The Council’s Legal Counsel has not yet completed his review of the purchase and sale agreement and related documents.
Reasonableness






Not Ready for Action
· Today’s briefing represents the first hearing of this substantial legislation that has been several years in the making.  Council staff has not yet thoroughly analyzed the legislation or presented the Committee with an exploration of pros, cons or possible alternatives.
· As noted above, the Council’s legal counsel has not yet completed his review of the legal documents.
For these reasons, adoption of the proposed ordinance would be premature at the current time.  Council staff and legal counsel will continue their analysis and prepare the legislation for potential action by the Committee at a future meeting. 


As mentioned previously, closing on the sale of this parcel of property is tentatively scheduled to occur in mid-2008 following activities such as issuance of a Master Use Permit, resolution of potential zoning changes and completion of SEPA review by the City of Seattle.  The Facilities Management Division will be required to assist in many of these activities and help with other sale-related activities such as stakeholder coordination.  To account for the costs of providing this support the Executive is requesting a supplemental appropriation to the Building Repair and Replacement Fund in the amount of $144,000.  Per the General Government Capital Improvement Program note attached to the transmittal letter these funds would be allocated to a capital improvement project entitled “North Lot Project Management/Consultants (395770).
The costs associated with this item would ultimately be funded by sale proceeds.

	North Lot Project Management/Consultants -  Proposed Cost Summary

	 
	 

	Consultant Costs
	       $50,000 

	Term Limited Temporary Staff salary & benefits during ‘07
	       $60,000 

	Overhead Costs
	       $34,000 

	Total 
	       $144,000 


Council staff are requesting a more detailed breakdown of the costs associated with these activities. 
Reasonableness






Not Ready for Action

This supplemental budget appropriation has not yet been substantiated via a thorough review and analysis.  Council staff will continue work to more specifically identify the related expenditures and allocation of costs.
For these reasons, adoption of the proposed ordinance would be premature at the current time. 


Page seven of the Executive’s transmittal letter outlines a plan for the use of the proceeds of the sale of the North Half Lot parcel.  The proposal involves the establishment of a reserve in the current expense fund with the intention of allocating the nearly $10 million net sale proceeds to capital projects on the King County Courthouse Campus.  The following five potential projects are specifically discussed in the transmittal letter:

· Secure 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

· Removing the sky bridge from the jail to the Courthouse

No specific allocations to any of these projects were considered or proposed by the Executive in his transmittal letter, rather the reserve is described as a “catalyst” for one or all of the projects.  
The analysis of this proposed reserve fund, much like the other pieces of legislation discussed today, is best described as preliminary in nature.  It is worth noting that the sale revenues would not be fully realized until closing on the property, which is tentatively scheduled to occur sometime in 2008.  Specific allocation for these anticipated funds does not appear to be required as a part of consideration of the current legislation.
Council staff will continue their analysis on this topic and prepare a more thorough discussion of budgetary options and the timing and mechanisms by which the sale proceeds could be allocated. 
INVITED: 
Bob Cowan, Director, Office of Management & Budget

Sid Bender, Capital Budget Supervisor, Office of Management and Budget

Pete Ramels, Senior Deputy Prosecuting Attorney, PAO
Kathy Brown, Division Director, Facilities Management Division

Noel Treat, DES Deputy Director, Facilities Management Division
Bob Stier, Facilities Management Division, FMD, DES
Bob Thompson, Leasing Supervisor, Real Estate Services, FMD, DES
Lynn Claudon, Lynn Claudon Consulting LLC

Steve Ohlenkamp, The Communications Group LLC
ATTACHMENTS:
1. Proposed Ordinance 2007-0275
2. Attachment A to Proposed Ordinance 2007-0275 “Real Estate Purchase and Sale Agreement”

3. Fiscal Note (2007-0275)

4. Proposed Ordinance 2007-0276

5. Capital Improvement Project Attachment (2007-0276)

6. Agreement between Public Stadium Authority & King County dated September 30, 1998
7. Letter from PSA Board Chair Lorraine Hine dated March 28, 2006, and corresponding response from King County Executive

8. Letter from FGI Chief Financial Officer, Martha Fuller, dated April 11, 2006 

9. Letter from Seattle Mayor Greg Nickels

10.  Excerpts from City of Seattle “Livable South Downtown” phase I staff report

11.  Letters of support for currently proposed North Half Lot development

12. Transmittal Letter, dated April 19, 2007

13. Map – Attachment to Transmittal Letter dated April 19, 2007
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