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SUBJECT

Proposed Ordinance 2025-0132 would authorize the sale of the Village at Overlake Station property in Redmond to the King County Housing Authority for $1.25 million.

SUMMARY

[bookmark: _Hlk195693692][bookmark: _Hlk200032285]In 1999, the Council approved[footnoteRef:1] a 50-year lease with a possible 25-year extension for the eastern parcel of Metro’s Overlake Park & Ride property in Redmond to the King County Housing Authority (KCHA) for a transit-oriented development (TOD) affordable housing and commuter parking project. The western parcel of the Park & Ride property, which was not part of the lease agreement, holds a Metro bus loop and commuter loading area. [1:  Ordinance 13693 (link)] 


KCHA’s Village at Overlake Station,[footnoteRef:2] which opened in 2002 on the leased parcel, is a 308-unit housing complex affordable to people earning up to 60% of area median income. It also includes 200+ shared parking spaces, of which 150 are reserved for commuters on weekdays; a childcare facility; and a bus operator comfort station.  [2:  Village at Overlake Station, King County Housing Authority (link)] 


Proposed Ordinance 2025-0132 would authorize the sale for $1.25 million of the Village at Overlake Station property to KCHA, which was requested to enable KCHA to secure more favorable financing on its construction loan. The agreement would also:

· Terminate the July 7, 2000, ground lease between King County and KCHA.
· Preserve 150 parking stalls for commuter use on weekdays through an easement for public Park & Ride use that KCHA would grant to King County.
· Assign operations and maintenance responsibilities to both KCHA and King County, specifically that KCHA will maintain the commuter parking facilities and King County will maintain the additional transit facilities, including the Metro bus loop, commuter loading area, and bus operator comfort station.
· Provide an easement across the County’s property to allow access to utilities, as well as ingress and egress to the KCHA Village at Overlake Station property. 


BACKGROUND 

Transit-oriented development. Transit-oriented development (TOD) is defined as property development for residential, commercial, office, or entertainment uses centered around or located near[footnoteRef:3] a transit station that is served by reliable public transit with a mix of other transportation options.[footnoteRef:4]  [3:  The Puget Sound Regional Council in its Growing Transit Communities Strategy (2013) defined “near” as being within a half-mile walk of a transit stop or station (link).]  [4:  This staff report focuses on TOD policy in place in the late 1990s when the Overlake Park & Ride lease was approved. However, in the decades since then, the Puget Sound Regional Council has approved TOD policies and goals through its Growing Transit Communities Strategy (link), Metro has developed a Transit-Oriented Communities policy (Policy PFC-9-1-DP), and the County has bonded against lodging tax revenues to support TOD projects around the county (the most recent report on the TOD bond fund can be found at 2023-RPT0087 (link)).] 


According to the Federal Transit Administration (FTA), the rationale for encouraging TOD is that “dense, walkable, mixed-use development near transit attracts people and adds to vibrant, connected communities.”[footnoteRef:5] The FTA notes that developing affordable housing near transit can lead to more equitable communities.  [5:  Federal Transit Administration, Transit-Oriented Development (link)] 


In August 1999, to encourage TOD 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:6] [6:  Ordinance 13599 (link), KCC 4.56.180.A.3] 


The Village at Overlake Station. In December 1999, the Council used the new Code provisions to authorize[footnoteRef:7] the Executive to lease the eastern parcel of Metro’s Overlake Park & Ride property to the King County Housing Authority (KCHA) for TOD purposes. The western parcel of the Park & Ride property, which was not part of the lease agreement, holds a Metro bus loop and commuter loading area. (See Attachment 6 to this staff report for a vicinity map.) KCHA was to construct and operate a two-level parking garage on the leased parcel with approximately 540 stalls, as well as an affordable housing development with at least 300 units. [7:  Ordinance 13693 (link)] 


The lease term was for 50 years, with a possible 25-year extension. Under the terms of the lease, KCHA was required to develop at least 300 units of housing on the site, all of which were required to be affordable for households earning 60% of area median income or less.[footnoteRef:8] Sixty of the units were to be set aside for people with disabilities, with 30 of those units constructed as barrier free. KCHA was also to construct a 2,400 square foot childcare facility and a new bus operator comfort station. [8:  Currently, 60% of area median income is approximately $63,000 for a single person and $90,000 for a four-person household. KCHA’s current income limits for 30% and 80% of area median income are posted at its web site (link).] 


King County was to provide up to $750,000 for the parking structure portion of the project. The lease included a parking management plan, which required that at least 150 stalls be available to commuters for at least eight hours each weekday (5:00 am to 1:00 pm), with the remaining stalls to be shared by commuters and residents on a first-come, first-served basis. 

To reflect the TOD goals of the planned development, the lease stated that, during the first two years the new development was occupied, each household would receive a bus pass for use during tenancy, with costs for the bus passes to be shared equally by KCHA and King County. 

Because the Overlake Park & Ride property had been purchased with federal grant support, the lease noted that FTA approval of the TOD proposal was required, with the lease terms to be subject to FTA guidelines for joint development projects.[footnoteRef:9]  [9:  Ordinance 19393, Attachment A §A.8] 


Analysis conducted during the 1999 deliberations indicated that costs to King County were anticipated to be $3.4 million for the County’s contributions to the development process, bus passes, and the value of foregone parking. Benefits to King County were estimated to be $8.2 million over time from maintenance savings (because KCHA rather than King County would operate the Park & Ride), increased transit usage, and payments during the lease term from the developer.

The Village at Overlake Station[footnoteRef:10] opened in early 2002. The development included 308 affordable housing units, with 76 studio, 117 one-bedroom, 106 two-bedroom, and nine three-bedroom units. It also included shared resident and commuter parking spaces (with 150 required reserved for commuters on weekdays), a childcare facility for residents and commuters, and a bus operator comfort station. [10:  Village at Overlake Station, King County Housing Authority (link)] 


When it opened, the Village at Overlake Station was one of the first suburban, bus-focused TOD projects in the country. To publicize lessons learned from its development, both the FTA and A Regional Coalition for Housing (ARCH), the partnership of East King County cities working to develop affordable housing, prepared case studies on the project in the years after it opened. These case studies covered both the transit and affordability benefits the project provided, as well as the number of community partners – including the federal and state governments, King County, KCHA, the City of Redmond, Fannie Mae, and private developers – that had been necessary to propose, fund, permit, and develop the project.[footnoteRef:11]  [11:  ARCH, A Regional Coalition for Housing, Housing 101 Workbook, updated May 2011 (link)] 


[bookmark: _Hlk197933871]The Village at Overlake Station was developed as a TOD project with proximity to transit one of its features. Current transit proximity will be adjusted when the East Link Connections Mobility Project transit service restructure is implemented.[footnoteRef:12] That will occur when Sound Transit’s 2 Line Link light rail fully opens in early 2026. At that time, the development will be directly served by Metro Routes 222 and 223 and within a half mile walk of Route 245, the RapidRide B Line, and Sound Transit’s 2 Line Link light rail. [12:  Ordinance 19899 approved the East Link transit restructure, which will be implemented when the full Sound Transit 2 Line is opened, currently expected in early 2026.] 


Proposal to refinance. According to the Executive, KCHA approached Metro in 2024 to discuss opportunities to lower the interest rate KCHA was paying on its construction loan for the property. KCHA had financed the development and construction of the Village at Overlake Station, including both the housing and the parking garage, at a cost of more than $44 million. 

KCHA had secured a variable rate loan, for which the interest rate can fluctuate. KCHA reported that it was carrying a loan balance of approximately $18 million and had experienced an increase in loan payments from approximately $20,000 per month to more than $70,000 per month due to the inflation and higher interest rates of the last several years. In response, KCHA began to seek opportunities to refinance its loan from a variable interest rate to a fixed interest rate and concluded that the best way to achieve this goal would be to purchase the property from King County and refinance as an owner rather than as a tenant.

ANALYSIS

Proposed Ordinance 2025-0132 would authorize the sale of the Village at Overlake Station property (the eastern parcel of Metro’s Overlake Park & Ride property in Redmond) to the King County Housing Authority (KCHA) for $1.25 million. It would also:

· Terminate the July 7, 2000, ground lease between King County and KCHA.
· Preserve 150 parking stalls for commuter use on weekdays through an easement for public Park & Ride use that KCHA would grant to King County.
· Assign operations and maintenance responsibilities to both KCHA and King County, specifically that KCHA will maintain the commuter parking facilities and King County will maintain the additional transit facilities, including the Metro bus loop, commuter loading area, and bus operator comfort station.
· Provide an easement across the County’s property to allow access to utilities, as well as ingress and egress to the KCHA Village at Overlake Station property.

Agreement terms. Attachment A to Proposed Ordinance 2025-0132 contains the Purchase and Sale Agreement, which includes seven exhibits that, taken together, would effectuate the sale and implement the easements, ground lease termination, and ongoing operations and maintenance responsibilities. Key terms are as follows:

· Purchase and Sale Agreement
· King County will sell to KCHA its rights, title, and interest in the property other than the additional transit facilities, defined in Exhibit D, and including a utilities and access easement, described in Exhibit H (Article 1).
· The purchase price will be $1.25 million to be paid at closing (Article 2).
· Effective as of the closing date, the July 7, 2000, ground lease will be terminated (Article 2).
· KCHA waives its right to receive a seller disclosure statement (Article 3) and is responsible for due diligence regarding the condition of the property (Article 5).
· KCHA is required to obtain title insurance for the property (Article 4).
· King County’s performance is contingent on approval by the Council within 120 days of the effective date of the Agreement, with possible extension for up to 60 days[footnoteRef:13] (Article 5). [13:  Note: Effective Date is March 18, 2025. The deadline of 120 days is July 16, 2025. The possible extended deadline of 120 days + 60 days is September 14, 2025.] 

· The parties must obtain FTA consent for the property sale (Article 5).
· Exhibit A contains a legal description of the property.
· Exhibit B contains the Bargain and Sale Deed.
· Exhibit C has been omitted.
· Exhibit D: Deed for Easement for Public Park & Ride and Related Purposes
· KCHA agrees to grant King County a perpetual easement for public commuter parking (§A.3, B.1) to benefit the public transportation system (§B.2).
· KCHA will operate and maintain the public commuter parking at KCHA’s sole cost and expense (§A.4), which includes setting aside a minimum of 150 parking stalls on the lower level of the existing KCHA garage for the exclusive use by members of the general public (non-residents) who use public transit during the hours of 5:00 am to 1:00 pm on weekdays (§C.1.4.1) and KCHA will not allow these stalls to be used for any other purpose during the designated hours (§C.1.4.3). All other parking stalls on the lower level of the garage will be available for shared use by residents, visitors, guests, and commuters (§C.1.4.1).
· The easement is floating and KCHA may reconfigure the parking facilities subject to King County’s review and approval (§B.3).
· The parties acknowledge that King County owns and will maintain the additional transit facilities, which include the County’s property with the bus loop, transit fixtures such as lights and benches, stairs from the passenger loading area to the KCHA garage, and the bus operator comfort station that is located within the existing KCHA garage (§B.4).
· The parties will cooperate to minimize the impact of transit operations in and around King County’s property (§C.1.4.4).
· KCHA will cooperate with King County to satisfy all FTA obligations for the commuter parking in the existing KCHA garage (§C.2.2).
· Exhibit E: Operations and Maintenance (O&M) Agreement for KCHA Commuter Parking Facilities at Overlake Village
· The purpose of the O&M Agreement and the attached maintenance schedules is to establish a common understanding between KCHA and King County regarding obligations to operate and maintain the commuter parking facilities (including the 150 commuter parking stalls) at the Village at Overlake Station, as well as the additional transit facilities, which include the adjoining bus loop, commuter loading area, and bus operator comfort station (§1).
· KCHA is solely responsible for the enforcement of proper use, safety and security, ADA regulations, signage, management, operations, maintenance, repair, and daily operations of the 150 commuter parking stalls (§2, 3).
· KCHA agrees to Schedule 1, which is attached to the O&M Agreement, and which outlines the maintenance, repair, and replacement schedule for the commuter parking facilities (§4).
· King County is solely responsible for the operations and maintenance of the additional transit facilities, including the bus loop, commuter loading area, and bus operator comfort station, and agrees to Schedule 2, which is attached to the O&M Agreement, and which outlines the maintenance, repair, and replacement schedule for the additional transit facilities (§5).
· Exhibit F contains a seller’s certification of non-foreign status.
· Exhibit G contains the release of the Memorandum of Lease, terminating the July 7, 2000, ground lease.
· Exhibit H: Access and Utilities Easement
· King County grants KCHA a permanent easement over, under, and across the County’s property (the bus loop property) to benefit the KCHA property (§3.1).
· KCHA accepts the easement area in “as is” condition (§3.3).
· KCHA has non-exclusive right of access to the easement area for: (a) ingress and egress from the KCHA property over existing and future roads; and (b) inspecting, installing, constructing, repairing, operating, and maintaining utility lines to the KCHA property (§3.5).
· King County reserves the right to use the easement area for any purpose that is not inconsistent with the rights granted to KCHA (§3.10).
· King County is solely responsible for all signage in the easement area; shall obtain and comply with all needed permits or approvals needed for the easement area; and shall maintain, at its cost, the road surface, landscaping, sidewalks, and any amenity located in the easement area (§3.11, 3.12).
· King County and KCHA are each responsible for the costs of maintenance, repair, and replacement of utility systems serving their respective property (§3.12).

Federal concurrence. Because the property was originally purchased by Metro using federal funding, concurrence from the Federal Transit Administration (FTA) was required when the property was initially leased and was required again prior to the proposal to sell the property. The FTA provided a letter of concurrence for the property sale on February 11, 2025. That letter (which can be found as Attachment 5 to this staff report), concurs with the proposed property sale, the easements Metro will receive, and the appraisal that set the sales price. The concurrence letter notes that the funds Metro will receive from the sale are restricted for use in a subsequent capital project.

Surplus declaration. The King County Code requires that before property is declared surplus, it must be determined if the property is needed by other County agencies and if it is suitable for affordable housing, meaning that the property is located within the Urban Growth Area, zoned residential, and housing development is compatible with the neighborhood.[footnoteRef:14] In the case of the subject property, it was not needed by other County agencies and is already being used for affordable housing. The Facilities Management Division (FMD) of the Department of Executive Services declared the property surplus on July 24, 2024. [14:  KCC 4.56.070.C.1] 


Review under the State Environmental Policy Act (SEPA) was required. A Determination of Non-Significance was issued on August 8, 2024. The Executive notes that there will be no changes to the existing built environment because of the proposed property sale; the only change will be to the ownership of the ground beneath the existing affordable housing and parking structure.

Appraisal and sales price. The proposed $1.25 million purchase price for the property is based on an appraisal that was conducted July 7, 2024. The appraisal compared three different ways of estimating the property’s value: a direct capitalization method, that produced a value of $1.22 million; a yield capitalization method based on a lease termination date of July 7, 2050 (the 50-year lease with no extension), that produced a value of $2.065 million; and a yield capitalization method based on a lease termination date of July 7, 2075 (the 50-year lease with 25-year extension), that produced a value of $1.285 million. Based on the assumption that the 25-year extension to the lease was likely to be granted, the appraiser estimated the value of the leased fee interest in the property to be $1.25 million. 

Fiscal impact. The fiscal note that was submitted with the legislation (see Attachment 3 to this staff report) indicates that Metro will receive $1.25 million for the sale of the property and that FMD Real Estate Services’ costs toward the sale were $1,600. 

Next steps. Legal analysis of the proposed agreement is ongoing. Following committee action, notice of a public hearing on the proposed property sale will be provided as required.[footnoteRef:15] If the committee acts at the June 11, 2025, meeting, notice would be provided for a public hearing and possible action at the July 1, 2025, Council meeting.  [15:  KCC 4.56.140.B, RCW 39.33.020] 


ATTACHMENTS

1. Proposed Ordinance 2025-0132 (and Attachment A)
2. Transmittal Letter
3. Fiscal Note
4. Property Summary, as transmitted
5. FTA letter of concurrence
6. Vicinity Map

INVITED

· Jennifer Ash, Real Estate Lead, King County Metro Transit Department
· Steve Rizika, Real Property Agent Supervisor, Facilities Management Division, Department of Executive Services
· Tim Walter, Sr. VP of Development & Asset Management, King County Housing Authority
· Dan Watson, Advisor to the President/CEO, King County Housing Authority 
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