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EXECUTIVE SUMMARY
The Kelsey is a mixed-use development with 662 units of affordable housing and 35,000 square feet of retail
space. Situated adjacent to the new 130th Avenue Sound Transit light rail station, The Kelsey will help to
catalyze the area around the station by introducing over 900 residents, new retail and restaurant space, a public
plaza along the newly day-lighted Goff
Creek, and new pedestrian streets and
walkways. Importantly, The Kelsey will
offer a large number of units affordable
to moderate-income residents (up to
60% AMI) in a city that has seen market
rents and home prices increase rapidly
in the past five years. Developing these
affordable units at a new transit stop is
a unique opportunity that can also help
alleviate the burden of transportation
costs for many residents and local area
workers.

The Kelsey: Corner of 130th & Spring

Our development team assessed the market trends, including depth of demand and supply characteristics,
for various land uses and believes that the program we have developed for The Kelsey is very strong for the
following reasons:

Mitigates Market Risk

Only 31 percent of Bellevue’s housing stock
There is significant unmet demand for affordable
housing in Bellevue and East King County, with long
is affordable to households with moderate
waiting lists and lottery systems for most projects.
incomes (earning less than 80 percent of
We anticipate that we would be able to have tenants
King County median income) and only
for the majority of our units ready to move in prior to
9 percent is affordable to low income
opening. We will also be able to take advantage of
households earning less than 50 percent of
several incentive programs to help finance the project,
King County median income.
including Low Income Housing Tax Credits (LIHTC) and
grants from public agencies for our required equity
- Bellevue Comprehensive Plan
and low-interest, tax-exempt bonds for our debt. In
addition, we will be able to offset a large part of
the project’s property taxes for 12 years through the Multifamily Housing Property Tax Exemption Program
(MFTE) and we will also be eligible for a transportation impact fee waiver. We plan to partner with a public
agency such as the King County Housing Authority or a non-profit agency and to act as the fee developer and
manager. Our development team will receive a nearly $14 million development fee and will have the potential
to receive ongoing management fees after construction, and, by combining several grant programs, the project
will require no equity directly funded by the development team. Finally, should market conditions require that
we hold The Kelsey as owners, the project has positive cash flow after debt service and would provide the
potential for upside returns upon the sale to a public or non-profit entity.
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EXECUTIVE SUMMARY
Aligns with Public Policy
The City of Bellevue wants to encourage development of affordable housing and Sound Transit wants
to encourage increased transit ridership; this project is aligned with both of these goals. The City’s
Comprehensive Plan and the Bel-Red Subarea Plan specifically state the need for affordable housing in this
area, and there are incentives for developers to
develop these types of units. The City also wants
POLICY S-BR-41. Promote owner and
130th Avenue to become a retail corridor, and our
rental affordability in Bel-Red’s new
retail plan combined with our number of residents will
housing stock.
help to make this a reality.

- Bel-Red Subarea Plan

Optimizes FAR Allowance
The FAR calculation for our site does not include any square feet attributed to affordable housing or parking.
With the project’s residential component entirely affordable, our team has been able to maximize our building
area on the site while using a cost effective primarily wood frame structure. As a result, we have been able to
achieve a high residential density at the site.

Reduces Parking Needs
City zoning allows for 0.25 spaces per affordable unit, and our research has shown an increase in transit use
and decrease in car ownership in affordable housing projects and at transit-oriented projects. Combining these
anticipated characteristics with the potential to creatively share the 300 spaces for the Park and Ride garage
has allowed us to significantly reduce the total parking as compared to a market-rate, non-transit oriented
project.

Catalyzes the Station Area
Our site is located on Sound Transit’s new East Link Extension. One train stop to our west is the Spring District,
which will consist of 36 acres of mostly residential, office, and retail uses. One stop to our east is Esterra Park,
which is planned as a 28-acre mixed-use project next to Microsoft’s main campus with residential, office, retail,
and hotel uses. With under four acres to work with, industrial uses surrounding the site, and two large mixeduse projects to our east and west, our team believes that our best strategy is to develop product that is in high
demand and that is in low supply in the local area. Our affordable housing program with ground-floor retail
uses fits this strategy well and we have
identified the sources of funds to make this
a reality.

Restores Goff Creek
The project name pays tribute to the Kelsey
Creek watershed area. The area includes
Goff Creek, which runs along the eastern
portion of our property. Our development
will restore Goff Creek to a more natural
state and will situate a public plaza to
connect to a proposed creek trail. The
plaza’s design is inspired by the creek.

The Kelsey: Goff Creek Setback - Active Plaza
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DEVELOPMENT STRATEGY
Transit-Supportive Program and Tenants
The light rail connection is a tremendous asset for the site, offering convenient connections to downtown
Bellevue, Seattle, SEATAC, and Microsoft. The City’s plan for the 130th Avenue Station area clearly states
a desire for high density residential, specifically affordable housing, and active ground floor retail uses. We
believe that affordable residential units, a mix of convenience, eateries, services and specialty retail on the
ground floor, coupled with shared parking, are a viable and complementary set of uses for the site.

Cost-effective Building Type
Our team explored several types of building construction, and decided on a wood frame structure over a
concrete podium. High-rise construction was not considered, because not only is it inherently more expensive
than wood frame construction, the floor plate size limits on structures over 80 feet mandated by the zoning
code reduces the financial feasibility even further. The “5-over-1” building type strikes a good balance of cost
effectiveness and transit-supportive density. It allows for high-ceiling retail and tuck-under parking on the
ground floor, as well as cost effective, wood frame construction above.

Shared Parking
Our plan is to creatively share 525 parking stalls between our residential, retail, and Park and Ride users. Our
strategy guarantees Sound Transit access to their required 300 stalls during daytime peak ridership hours and
uses a large portion of those stalls during off-peak hours for residential and retail use. We plan to utilize timed
zones, intelligent parking management systems, and car sharing services to control the sharing and access to
parking.
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DEVELOPMENT STRATEGY
Active Street and Open Space
Active ground floor uses on the main streets of 130th
Avenue and Spring Boulevard are a key objective of the
Bel-Red plan. As the district evolves and the 130th Avenue
shopping street begins to take shape, retail rents will
likely improve. However, our expectations for early stage
tenants and rents are conservative and more closely mirror
the immediate submarket averages than those achieved
in the CBD or Overlake Park. Our strategy is to design the
ground floor retail space to be flexible in design to allow
for reconfiguration as tenant uses evolve over time as the
submarket matures. The rents are purposely compressed,
not to reflect a concern with demand, but to demonstrate
feasibility in a rapidly changing trade area that is now
mostly industrial in nature. The design will provide 50-foot
depth bays with flexible, demisable widths; ample chases;
and liberal use of roll up doors. The design ensures that the
space is both cost effective and attractive to a variety of
credit and noncredit tenants.

Incorporate Goff Creek into Design
The northeastern corner of our site is intended for creek
restoration and therefore it is largely unbuildable. The
eastern building in our design is designed and oriented
to integrate the creek area into the retail programming of
the ground floor. A signature “end cap” retail space and
public plaza serve to draw pedestrian visibility and activity
from Spring Boulevard back towards the quieter creek area,
where outdoor seating and passive use areas are proposed.

Bel-Red Plan: Preferred Goff Creek Concept

Targeted Retail Strategy
Our research shows increasing pressure on retail tenants within the submarket and neighboring Overlake Park,
with fast-rising rents and landlords limiting long-term leases to maintain flexibility as the submarket evolves.
We anticipate a number of these tenants having interest in the project. Retailers may include home remodeling
and interior design retailers; niche, independent retailers who cannot afford the more traditional retail nodes
nearby; retail uses looking to capitalize on the Sound Transit system; and eateries that target the strong
daytime employment base, increasing residential traffic, and Sound Transit traffic.
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PROJECT TIMELINE

SITE ANALYSIS & CONTEXT
Our team analyzed, through site visits and research, the site’s location, its constraints, surrounding uses, and
proximity to employment and services. Key findings that impacted our development strategy included the
industrial character of our surrounding neighborhood; the existence of a concrete batch plant directly west of
the site; Goff Creek and the need for a buffer zone around the creek; and the potential for views of downtown
Bellevue from the site.

Location
The site is bounded by 130th Avenue NE to the west, by 132nd Avenue NE to the east and by what will be the
extension of NE Spring Boulevard and the East Link light rail to the south. The 130th Avenue Northeast/Goff
Creek Station of the East Link lightrail extension will be located along the southern portion of the site. Goff
Creek runs through the northeast corner of the easternmost portion of the site. The creek has been prioritized
for daylighting and restoration to improve salmon habitat. In addition, the site is located between two
automotive transit arterials—Northup Way/NE 20th (minor arterial) and Bel-Red Road (major arterial). 130th
Ave NE and 132nd Ave NE serve as collector arterials.
The site is located in the heart of what is known as the Bel-Red Corridor. The corridor is a 900-acre area
that stretches between State Route 520 and Bel-Red Road, extending from Interstate 405 to 148th Avenue
Northeast. The Bel-Red Corridor is sandwiched between the suburban neighborhoods of Bridle Trails to the
north and Wilburton to the south and the employment centers of Downtown Bellevue to the west and the
Overlake neighborhood of Redmond to the east. Historically, the Bel-Red Corridor has served as a major
employment area with a great deal of industrial activity. However, in recent years, the economic dynamics
have changed, with several large employers shutting or reducing operations during the 1990s and 2000s. The
vacuum that this created has seen some industrial uses replaced with retail and office uses spilling over from
surrounding neighborhoods. While the nature of the area has begun to change, its form (i.e., the existing lowrise industrial structures) still reflects its industrial past.
The City of Bellevue has rezoned the
area with the intent to create a vibrant
mixed-use employment and residential
neighborhood. In addition, Sound
Transit’s East Link light rail extension
will connect the area to Redmond and
Seattle. The light rail line has been
intentionally routed through the Bel-Red
area and not along the existing right of
way along State Route 520 in order to
activate a mixed-use, transit-oriented
redevelopment of this submarket.

Surrounding Uses
The area is characterized by an irregular
street pattern that mostly abandons a
traditional grid, inconsistent sidewalks,
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SITE ANALYSIS & CONTEXT
and one-story structures serviced by surface parking lots. Nearby tenants include legacy industrial uses (the
concrete batch plant, a Coca-Cola distribution facility, automotive repair and service shops) and uses that have
absorbed spaces vacated by previous industrial users (indoor tennis facility, indoor children’s play centers,
dance studio). No new significant construction has occurred surrounding the site in recent years and there are
no residential structures in the surrounding area – the closest residential is south of Bel-Red Road. The average
building near the site is 35-40 years old and approximately 16,000 square feet in size.

Proximity to Regional Employment and Services
The site offers some level of pedestrian access, with Safeway 15 minutes away on foot, as well as the nearby
eateries like Bellevue Brewing Company and Angelo’s Restaurant. In general, however, the development in the
region discourages pedestrian access. Drive times to nearby employers in Redmond and Downtown Bellevue
are short and convenient, around 8-10 minutes to either of these nodes. Downtown Seattle is approximately
22 to 40 minutes away depending on traffic conditions. The East Link light rail extension will offer convenient
travel between the site and Microsoft (4-6 minutes) and Downtown Bellevue (5-6 minutes), as well as to
downtown Seattle via the International District/Chinatown station (25 minutes) and stations beyond.

Site Conditions
Sound Transit purchased the site for use as a staging area for the construction of the East Link lightrail
extension and the City of Bellevue has coordinated the sale of the site for use as a 300-stall park-and-ride
facility and as a catalyst for transit-oriented development in the area. The site will be released for development
during the third quarter 2016 following completion of the East Link extension. Site tests have shown no on-site
environmental contamination and Sound Transit demolished and removed existing foundations from all existing
structures. The site is relatively flat, and offers potential views of Downtown Bellevue and of Mount Rainier.
The primary physical constraints are Goff Creek to the east and the Cadman concrete batch plant to the west.
Goff Creek and its associated buffers rule out most types of development on the northeast portion of the
site, and also limit development opportunities for the neighboring parcel to the northeast. The Cadman site
provides a less than optimal view to the west and introduces heavy truck traffic to the planned shopping street.
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ENTITLEMENT SUMMARY
The site is governed by the City of Bellevue Land Use Code, the Bel-Red Subarea Plan (2010), and the Station
Area Plan Report for the 130th Avenue NE Light Rail Station (2012). The Subarea Plan set forth overarching
goals and vision for the entire Bel-Red subarea, which are further refined in the Station Area Plan Report for
the node at which the project site is the epicenter. Bellevue Land Use Code Part 20.25D codifies the goals and
vision with specific requirements and incentives.

Bel-Red Subarea Plan
The Subarea Plan sets forth high-level policies and goals. Some that
informed our development strategy include:
• Triple-bottom-line sustainability – Development must be sustainable
economically, socially, and environmentally, meeting present needs
without harming future generations. Create new commercial and
residential neighborhoods, concentrate growth in transit-oriented
nodes, and encourage mixed-use development.
• Retain existing businesses and attract new ones not found downtown
or in Redmond.
• Enhance environmental conditions in the area through multiple
means; incorporate stream corridors as amenities, encourage
natural drainage practices.
• Encourage place-making through public open spaces in public and
private projects. Promote streets as “key urban places”.
• Target 50% of new units in Bel-Red to be affordable to
households earning 120% area median income (AMI) or less; 1020% of the total being affordable to those earning up to 50% AMI, and
another 10-20% affordable to those earning up to 80% AMI.
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Station Area Plan Report:
130th Avenue NE Light Rail
Station
This more detailed report focused
on the immediate area surrounding
and including the site, assessing
existing conditions, commenting on
desirable neighborhood character and
development opportunities, and calling
out additional areas of focus: Goff
Creek, transportation, greenhouse gas
emissions, and public engagement.
While not formally adopted by the City
Council, it does set forth the vision the
City has for this node.
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ENTITLEMENT SUMMARY
Zoning Summary
Land Use Code Part 20.25D
Permitted Uses
Permitted uses include most residential, except single-family; parking; most retail appropriate to a walking/
urban environment; certain personal and professional services; medical and veterinary services; education;
social services; computer related and R&D services; libraries, galleries, movie theaters, night clubs, and the like;
and public parks, plazas, open space.

Dimensional Requirements
•
•
•
•
•

No minimum setbacks, but step-backs are required starting at above 40’ height
Building height 45’ – 150’
Floor area ratio (FAR) 1.0 – 4.0
Maximum impervious surface 75% (does not include critical areas/critical area buffers in calculation)
In nonresidential buildings of any height and residential buildings not exceeding 80’ in height, maximum
gross square feet per floor above 40’ high and less than 80’ high of 28,000 GSF
In residential buildings exceeding 80’ in height, maximum GSF per floor of 12,000 GSF (between 40’ and
80’) and 9,000 GSF (above 80’)

•
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MARKET CONDITIONS
Our team analyzed key demographic and economic trends in Bellevue and surrounding areas. Importantly,
we discovered that although Bellevue has a relatively high median income compared to the rest of the MSA
overall, there is a significant difference between the incomes of its homeowners and renters. There are nearly
4,000 renter households in Bellevue with incomes under $25,000; there are over 7,000 that earn under $50,000.
There are many more households in East King County and immediately beyond that work in Bellevue but
cannot afford to live in the City. These trends support our strategy to provide housing for moderate-income
households close to Eastside employment nodes directly on a transit line (which can further help reduce
household expenses by reducing costs associated with auto travel).

Demographic Analysis
There are approximately 54,000 households in Bellevue
and 168,000 households in East King County (from
Bothell/Woodinville in the north to Bellevue/Issaquah
in the south). Residents in Bellevue are on average
wealthier and older than East King County. Wealth,
however, varies significantly between homeowners
and renters. 31% of renters in Bellevue earn less than
$50,000, versus 21% of owners. 16% of renters in
Bellevue earn less than $25,000. These numbers are
even higher for East King County and they suggest
a need for affordable housing in Bellevue and on the
Eastside to accommodate low- and moderate-income
residents.
The Puget Sound Regional Council projects that by 2020 there will be 61,000 households in Bellevue, or
annual growth of slightly over 2%. Bellevue is forecasted to continue its trend of higher growth rates versus
King County and the Seattle MSA. This should supply growing businesses with ample workers, help drive retail
spending, and fuel demand for rental housing moving forward.
Although a majority of housing units in Bellevue are single family homes, approximately 42% of households live
in rental housing. This may in part be due to high home prices as well as to the high number of workers in the
technology sector, some of whom are on temporary visas. Approximately 68 percent of households that rent in
East Bellevue are one- or two-person households. This influenced the unit mix of our development to include a
large share of studios and 1-bedroom units.

Travel to Work
Nearly 12% of workers commute via public transportation, a higher rate than the Seattle MSA (slightly
lower than King County overall). The new East Link light rail line will increase access to public transit and our
assumption is that the percentage of workers in the area commuting to work via public transportation will likely
increase when the rail line is complete.
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Economic Analysis
The Bellevue economy is highly dynamic and several of the Puget Sound region’s largest employers are
located in Bellevue or nearby cities in East King County. Major employers located in or near Bellevue include:
Microsoft, Boeing, T-Mobile, Puget Sound Energy, Symetra Financial, Overlake Hospital & Medical Center,
Bellevue College and Verizon Wireless. The presence of these companies has allowed Bellevue to establish
itself as one of the primary employment hubs of the Puget Sound, particularly for businesses in the technology,
financial, professional services, and other office-employment sectors. These also help make Bellevue an
attractive destination for new residents and growing businesses.

Population vs. Employment
Bellevue, 2005-2040
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Source: Washington State Office of Financial Management, Puget Sound Regional Council & U.S. Census Bureau

Unlike most municipalities, there are equal numbers of people living and employed in Bellevue. This is not to
say that all Bellevue residents work within the city. According to 2011 commuting data from the U.S. Census,
88% of Bellevue’s employees reside in cities other than Bellevue. This highlights Bellevue’s position in the
Puget Sound as a strong employment hub. Looking forward, the Puget Sound Regional Council forecasts that
employment will significantly outpace the city’s population by 2020. The forecasted jobs-to-housing imbalance
is likely to continue to put pressure on home prices and rents in Bellevue. There would likely be demand from
renters who work in Bellevue but currently live in other cities because of housing costs.
Additional supporting graphs and data can be found in the Appendix (Demographics and Economic sections).

The Station at Othello Park: Transit-Oriented Development in South Seattle
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MARKET ANALYSIS
Residential Market Analysis – Affordable Housing
According to A Regional Coalition for Housing (ARCH), as of 2010 there were approximately 4,000 units of
subsidized housing in Bellevue and 7,900 units in East King County. This includes publicly- and privately-owned
projects.
Using American Community Survey data, ARCH calculates that 36% of renter households in Bellevue are
cost-burdened (housing costs over 30% of gross income) and 17% of all renter households are severely costburdened (housing costs over 50% of gross income). According to the State of Washington Housing Needs
Assessment, cost burden increases significantly at lower incomes. Indeed, there are approximately 32% lowand moderate-income households in Bellevue (incomes under 80% of median) and 18% low-income households
(incomes under 50% of median), which aligns closely to the percent of cost-burdened households detailed
above.
These numbers would suggest that there are approximately 8,000 rental households that would qualify for
some sort of subsidized housing, while there is a supply of only 4,000 such units. This assessment is supported
by the long waiting lists at affordable housing developments and the need for lottery-style placement in new
projects (August Wilson Place, opened in downtown Bellevue in 2015, had over 300 applicants for just 57
units). Washington’s Housing Needs Assessment report also shows that vacancy rates for subsidized housing
projects in the entire East King County submarket is under 2%.
In our site’s local area, the households are more cost burdened than the rest of the City, suggesting a local
need for subsidized housing. This can be seen in the map in the Appendix (Affordable Housing section) of the
city of Bellevue’s Housing element in the Comprehensive Plan (where darker shades reflect higher percentage
of households that are severely cost burdened).

Income and Rent Limits
The 2015 income and rent limits for
King County from the Washington
Housing Finance Commission can be
found in the Appendix (Affordable
Housing section) and have been
incorporated into our financial analysis.

Comparable Projects
There are examples of transit-oriented
affordable housing developments in
King County:
• The Village at Overlake Station is
in the Overlake neighborhood in
Redmond, next to the Microsoft
campus and just north of Bel-Red
Road. The site has 308 affordable

The Village at Overlake Station
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•

•

units (up to 60% AMI) that sit on top of a bus transit center. The site includes a 208-space shared park and
ride garage. There is also a Montessori day care facility onsite.
YWCA Family Village Issaquah is located in Issaquah Highlands and is connected via a footbridge to a park
and ride. The project includes 146 affordable units (up to 60% AMI), a day care facility, YWCA regional
offices, and other onsite services.
August Wilson Place opened mid-2015 in downtown Bellevue. The project has 57 affordable units (up to
60% AMI) and is situated a few blocks south from the downtown transit center and future downtown light
rail station.

Retail Market Analysis
The conceptual plan for the retail portion of our project will be designed to accommodate the submarket’s
move from a light industrial & service retail trade area into a creative-class employment base & high density
residential environment. Our marketing plan seeks to initially attract independent retailers and local restaurants
already nearby, or seeking to grow within the 520 Corridor. To do so, we have sought to keep the retail rents
at a competitive level within the Bel-Red submarket and below that of the more traditional retail nodes of
the Bellevue Central Business District and Overlake Park. Over time, as the trade area matures, the physical
design of the retail will allow flexibility in attracting retail uses more commonly seen in high density urban
environments.

Seattle/Puget Sound Retail Summary
The greater Seattle/Puget Sound retail market finished 2015 with similar trends as the three previous quarters
of research concluded: slightly declining rents and vacancy rates, and slight increases in capitalization rates.
The 4Q2015 blended vacancy rate is 4.3%, which represents a slight decrease from the previous quarter and a
reduction from 4.8% at the start of 2015. The blended rent per square foot average is $17.56, a decrease from
$17.62 in 3Q2015. In total 498,987 SF of retail space was built and delivered in 2015. 4Q2015 represents the
largest single quarter increase in retail space since 4Q2013/1Q2014. Increases in retail capitalization rates seen
in the Puget Sound area run counter to other West Coast markets like San Francisco, CA and Portland, OR. Like
all West Coast markets, the retail sales cycle in the Puget Sound seems to have hit a low point in sales volume,
as a majority of investors wishing to sell retail assets have already disposed of their assets in the previous year.
Yet Puget Sound cap rates are increasing; the blended cap rate for Puget Sound retail properties is 6.64%, an
increase from 6.50% in 4Q2014.
CoStar’s reporting of Eastside retail performance concludes that the market has a 3.3% vacancy factor and an
average rent quote of $22.79; both represent figures stronger than the regional averages for retail. The market
accounted for 9% of the region’s 2015 retail space construction totals. It accounts for 16% of all retail within the
region and 12% of the total vacant retail in the region.

The 520 Corridor Retail Summary
Drilling down further, the 520 Corridor submarket has a 4Q2015 vacancy rate of .4% and a blended asking rate
of $25.85 SF; both of these figures show a very robust retail submarket in comparison to regional averages. In
fact, according to the submarkets that CoStar identifies and tracks, the 520 Corridor is only outperformed in
rental quotes by four of the 38 submarkets analyzed within the region. The 520 Corridor has the lowest 4Q2015
vacancy rate for all submarkets analyzed. The submarket accounts for .1% of all retail within the region and no
net retail space was delivered in the submarket in 2015.

14

MARKET ANALYSIS
Bel-Red Corridor Retail Summary
Geographically, the Bel-Red Corridor is a defined trade area that is bordered by State Route 520 to the north,
Bel-Red Road to the south, Interstate 405 to the west and to 148th Avenue to the east; it is approximately 900
acres in size. The trade is currently dominated by industrial uses; over fifty percent (50%) of all light industrial
uses within the city limits are located in the Bel-Red Corridor. The trade area is also “bookended” by the more
dominant/traditional retail hubs of Bellevue’s Central Business District to the west and Overlake Park to the
east.
The majority of retail uses in the trade area are concentrated on Bel-Red Road, Northup Way/ Northeast 20th
Street and 140th & 148th Avenues. Retail uses on both Bel-Red Road and Northup/NE 20th are dominated by
auto-oriented retail sales, auto repairs and servicing, home improvement uses, food services that are fast food
& daytime employment in nature, and various retail users likely attracted to the corridor due by lower lease
rates than in the two traditional retail nodes of the Bellevue CBD and Overlake Park. The retail occurring on
140th and 148th is a mix of traditional suburban uses such as grocery, sporting goods, financial institutions,
hardware, apparel, suburban services, and all industry types of food service (fast food, QSR, sit-down
restaurants).

Retail Rent Strategy
Given our strategy of initially targeting some existing retailers
within the submarket, we have set our rents conservatively.
We have a blended rent pro forma of $21.63 per square foot,
plus NNN. Non-food target starting rent is $18.00 to $20.50
per square foot, plus NNN, depending on the location in our
retail. Food tenant target rent is $22.50 to 25.00 per square
foot, plus NNN. We are projecting 2.5% annual increases in
rents and per the polygon statistics of the Bel-Red Corridor,
we are allotting two months of free rent as an incentive to
lease. We are budgeting $45.00 in Landlord-provided tenant
improvements for non-food uses and $60.00 for food uses
and restaurants. The retail NNN charges are estimated to be
$8.00; these charges will cover water, sewer and garbage.
With a construction period of 18 months, we anticipate early
success with our pre-leasing efforts. We are projecting a 50%
occupancy in preleasing, another 25% during the first year of
operation, and the balance leased by the start of Year 2. Nonfood uses will be given 90 days to complete their buildouts;
food uses will be given 150 days to complete FF&E. Again,
we feel we are being conservative with our targets, given the
nature of the existing trade area. But by doing so, we feel
we demonstrate the likely feasibility of adding this density of
retail to what is essentially a non-retail intersection today.
Details of our market analysis of other uses, tenant/merchandising plan and rent and square footage by tenant
can be found in the Appendix (Retail section).
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TOD VISION & PUBLIC BENEFITS
The Kelsey will catalyze development at the 130th Avenue Station node, enable many Bellevue employees to
live in the city where they work, simplify access to and use of transit, and reduce vehicle miles traveled by area
residents. By providing ground floor retail spaces at a competitive rent and focusing first on local businesses,
the project will cluster known and successful customer attractors in a walkable setting, providing a convenient
customer experience and an excellent exposure opportunity for businesses. The provision of substantial
shared parking will encourage suburban homeowners to use the convenient and efficient transit system to
access employment in Seattle and other areas instead of driving and will also allow for a dense development
of the site. Sharing this parking during off-peak hours will accommodate evening and weekend visitors to the
neighborhood’s shops and restaurants. Living at The Kelsey will provide an opportunity to have a low-cost,
low-impact lifestyle, with a convenient transit commute to major employment centers and walkable access
to nearby services. Residential and retail tenants alike will benefit from a developing neighborhood featuring
a mix of incomes and opportunities, interconnected stream corridors, and access to the entire Puget Sound
region. The Kelsey leverages the public investment in transit by transforming what could have been a surface
parking lot into a vibrant community for over 900 residents, an economic driver for small businesses, and the
focal point for a neighborhood yet to evolve.

DESIGN PROGRAM
The Kelsey consists of approximately 510,000 gross
square feet of built space. The project is split into a
west and an east section with the following gross and
net square feet per level:
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DESIGN PROGRAM: RESIDENTIAL
Residential Design Strategy
There are 662 residential units that average approximately 540 square feet in the following mix:
The design goal for the residential portion of this
site is to provide residents with ample access to
open space and natural light. Private courtyards are
provided for building residents as an amenity (on
top of podium – second floor) and at grade on the
east parcel facing the future community plaza. The
courtyards of the west building are surrounded by
residential units, providing both a shared outdoor
space and light for the interior, courtyard view units. The three towers in the west building are double-loaded
to have access to light and views. The residences on the ground floor that line the podium parking are loft-style
units with direct access to the pedestrian street. Porches for people-watching activate the street. In the east
building, the residents have access to a private courtyard at grade. On floors 2-6, the residents have access
to a large shared space off the main circulation corridor that opens out to face the courtyard and the future
community plaza planned to the north.

Additional project images can be found in the Appendix (Design section).
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DESIGN PROGRAM: RETAIL
Retail Design Strategy
On 130th and Spring, the streets are lined with 50-footdeep retail bays, meaning the retail has been designed
to accommodate most retail and service uses found in
urban streetscapes. The design meets high transparency
requirements of pedestrian orientation while acknowledging
the industrial history of the neighborhood by the playful
introduction of glass roll-up doors instead of fixed window
units. This allows for temporary creation of indoor-outdoor
spaces spilling onto the broad sidewalks in summertime,
and high interior visibility with a modern, fun character yearround. The roll up doors also function as loading for uses
that desire a retail presence but need larger openings for
Liberal Use of Roll Up Doors
specific loading needs. Standardized retail depths, equipped
with prebuilt chases for ventilation and rear service areas, allow for flexibility in tenanting as the neighborhood
evolves. The design allows for a wide range of sizing configurations as needed, or the conversion of any one
space into, or out of, food service uses. If a tenant so chooses, tall ceiling heights (20 feet) allow for modern,
light, urban tenant buildouts. The retail tenant plan can be found in the Appendix (Retail section).

Detailed retail program and tenant plan in Appendix.

Transit Plaza and Entrance to Pedestrian Street at The Kelsey
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DESIGN PROGRAM: OPEN SPACE
Open Space Strategy
Adjacent to the creek, a restoration with native trees and plants will provide an attractive backdrop while
shading the water, keeping it cool (a key factor for salmon habitat). A small community plaza meets this
portion of the site with permeable paving and unique landscape features such as curvilinear planters with
integrated bench seating inspired by the flowing water. This peaceful plaza, sheltered from the bustle of the
transit station, will provide a welcome resting place for commuters, an outdoor dining space for customers,
and a pleasant view for residents. A plaza facing the transit station welcomes visitors into the site along the
pedestrian street, providing access to parking areas, the larger community plaza, and a bicycle parking space.
Additionally, bicycle racks will be added at key locations near retailers for cyclist convenience.

Views of the Goff Creek Setback and Plaza; Activated with Retail
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DESIGN PROGRAM: ACCESS & PARKING
Access and Circulation
Primary auto access to the site will be via 17th Street,
extended from 130th Avenue at the northern end of
the site. From this street, tenants, Park and Ride users,
and customers will access the parking facilities. All
service uses, such as garbage and loading for residents
and retail tenants, will be accommodated via 17th
Street access to the podium parking area. The project
will create a pedestrian street connecting Spring
Boulevard to 17th Street, providing access between
parking facilities and the station, and access to the
neighborhood. While primarily intended for pedestrian
access, this street will be constructed to accommodate Pedestrian Street; Ground-related Residences
emergency vehicle and delivery traffic. Residents of the
Kelsey Lofts, located along the pedestrian street, will be able to enjoy their porches above the street and views
into the future community plaza. Residents of the Kelsey Towers will find their main lobbies on 130th Avenue
for the west building, and on the pedestrian street for the east building.

Parking Design and Management Strategy
Our team came up with a shared parking model to determine the appropriate number of parking spaces. We
utilized the following assumptions:
• Sound Transit requires 300 stalls during daytime/peak hours, but these stalls may be utilized for residential
and retail uses at night/off-peak.
• 70% of the affordable housing units will have a car. This is in-line with the experience of The Village at
Redmond Station in Redmond and other sites studied by Transpo for a report done for the City of Kirkland.
• 35% of residents with cars will take transit during daytime/peak hours and will require a parking space
during that time. Studies have shown that residents at affordable housing projects and at transit-oriented
developments utilize transit at higher rates than the general population in a given area. Note that if transit
ridership is lower than this amount that means that there are fewer required spaces as those residents will
have taken their cars out of the garage. This 35% is more of an upper limit to our model’s assumption on
daytime transit ridership.
• Shared parking is allowed up to 20% of spaces per city regulations.
• Base retail parking of 2.25 per 1,000 square feet. Many of our retail tenants are planned as less than 2,000
square feet in size and are exempt from parking requirements due to the proximity of transit.
We first assessed code requirements for parking and the impact of sharing 20% of spaces:
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DESIGN PROGRAM: ACCESS & PARKING
We then looked at projected peak demand for all spaces during the day and night. Our parking analysis
indicates a total need of 525 parking spaces. During daytime/peak hours, Sound Transit Park and Ride users
would have exclusive access to up to 300 spaces. Residents and retail require a total of 245 spaces combined;
code allows for a 10% share during peak hours, bringing the total required for these two uses to 221 spaces of
the 225 provided. During nighttime/off-peak hours, we estimate that 10% of the Sound Transit spaces would
be occupied by Park and Ride users, but the remaining spaces would be shared with residential and retail. For
this model, we’ve allocated these spaces to the residents.
The following model details our analysis and resulting effective parking ratios by use. Our parking program
provides more stalls than are required by code (with 20% sharing) because we believe the car ownership even
within affordable units is closer to 0.7 per unit, not 0.25 as allowed by code. Through efficient sharing and
management, we can accommodate all needs throughout the day and night.

Parking will be provided by two floors of below-grade parking and at-grade tuck-under parking. All parking
entrances are located on 17th Street, which allows for no vehicular traffic along the new pedestrian street
and forces all drivers to pass retail that lines 130th Ave. Shared parking is key to the success of The Kelsey.
Residential users will have high demand evenings and weekends. Transit users have peak demand during
daytime during the week. By incorporating a diverse mix of parking users into one development, parking will
have high usage during all times of the day and night.
Shared parking can be incorporated with the Blue Sky Church to the immediate north of the site allowing the
congregation to utilize the garage during very low demand cycles, while allowing retail employees and others
to fully utilize the Church’s facilities when otherwise vacant.
The 300 spaces designated for Sound Transit will be equipped with parking sensors so that transit users will be
apprised of what spaces will be available and directed to them via signage in the underground garage. Transit
riders will use their ORCA cards to validate their parking. We suggest Sound Transit extend its existing parking
management strategies, such as reserved parking for frequent transit users and carpools, to this station.
Residents will be informed that the Kelsey does not guarantee tenants a parking space and that the goal of
this community is to reduce vehicle trips and vehicles parked within a transit district. Active management and
enforcement will guarantee that residents do not overflow into the designated Sound Transit spaces. Car
share facilities will be reserved for residents who need to occasionally have access to a car. Transit users will
be encouraged to use the same car share program residents of The Kelsey participate in. At-grade parking will
be provided to retail users on a short term basis, ensuring that the retail space will continually have adequate
parking and parking is turned over for these tenants. Ample bike storage facilities are provided for commuters
who opt for alternative transportation modes.
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BUILDING SYSTEMS SUMMARY
Construction Cost Assumptions
The construction type chosen for the project is
concrete podium construction for the first floor with
5 wood-frame construction floors above. This type
of construction was chosen specifically as the most
cost effective option. The residential portion of the
building is a Type IIIA construction type with residential
occupancy type R-2 and will be protected by automatic
sprinklers; this sits on top of a Type 1 reinforced
concrete podium level. The retail components included
in the building design will have roll-up doors (similar to
garage doors), which are less expensive than standard
storefront window systems.

Sustainable Strategies
Sustainable building design will include cost-effective building materials including metal formed panels with
colored cement panels and aluminum windows. The building design will also seek to minimize glazing to 35%
or less of a wall surface in order to reduce heat gain in the buildings and lower heating costs. Interior finishes
will include use of sustainable materials including low-VOC paints, primers, adhesives, and sealants.

Water Conservation
The interior of the buildings will include sustainable features designed to reduce water consumption such
as the installation of WaterSense certified fixtures in both the residential units and within the retail units
and the installation of high efficiency toilets to reduce sewer costs. Building design will include the use of
innovative, low impact techniques such as permeable
paving, swales, retention basins, rain gardens, sidewalk
planters, Xeriscaping, and nature-scaping. Our team will
explore the feasibility of collecting rainwater using an
underground cistern for reuse on landscaping features.
The plazas included in the building design will include
Xeriscaping, designed to conserve water and protect the
environment, and bioswales which will remove silt and
pollution from runoff water. The pedestrian street will
be comprised of water permeable pavers that will allow
water to drain to a dry well and reduce runoff.

Energy Conservation
All appliances for the residential units will be Energy
Star appliances to reduce energy consumption and
costs. Buildings will include the use of efficient lights, preferably compact fluorescent or LED lamps and high
efficiency lighting fixtures. Renewable energy technologies will be used. Roofs on the buildings will include
photovoltaic panels and solar hot water panels used to preheat water for delivery to tankless on-demand water
heaters in individual residential units.
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FINANCIALS
Assumptions Summary
Our team’s preferred development strategy is to partner with a public agency such as King County Housing
Authority and act as a fee developer of the project. In this scenario, we would receive a developer fee and
possibly management fees if we stayed on to manage the project after construction. We are assuming a
developer fee of 13% (calculated on hard and soft costs), which would be paid out on a schedule, with roughly
30%-50% paid out prior to construction, 25%-30% at the start of construction, 20%-30% during construction
administration, and 5%-10% at the end of construction. Our total developer fee for this project is estimated at
$13.7 million.
An alternative scenario is that our team maintains ownership of the project. The project’s cash flows cover the
debt service payments and return $2.7 million before taxes in the first stabilized year. In this scenario we would
collect the net cash flows as we searched for a buyer or partner.

It should be noted that due to the nature of LIHTC funding we are able to gain better financing terms than the
average market project. These include a lower interest rate, lower DCR, and a higher LTV.

Development Cost
Cost of construction was based on data provided by NAIOP consultants. In addition, because of the public
money that will be received, this project is subject to Davis/Bacon wages and subsequently requires a 10%
addition to hard costs. Construction contingency is 8% and the developer fee is 13%, both in-line with market
norms for affordable housing. For affordable housing development, a higher developer fee is required (versus
market-rate) to attract developers with expertise in LIHTC projects. Building costs per residential unit were
increased from $130 per foot to $140 per foot to provide more durable units that are required for low-income
housing. Soft costs are typically higher for a LIHTC project (versus market-rate) and we are estimating these
at 40% of hard costs. We are assuming no land cost, as the cost to build the 300 Sound parking spaces is
essentially a substitute for the cost to acquire the land.
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FINANCIALS
Cash Flow Summary
The following cash flow scenario and summary of returns reflect a scenario where our team holds the project
and sells it in Year 10.

The above scenario yields the following returns. Due to the nature of the tax credits we have run Return on
Cost (ROC) both before and after the tax credits.

Debt and Equity
Summary
The $132mm project will be
funded with a combination
of sources. Debt will be
provided by a bank supplied
loan (e.g., First Republic or
Freddie Mac) of $88.4mm
based on a loan to value of
80% which is common for a
LIHTC project of this size. The
project will qualify for Low
Income Housing Tax Credits
(LIHTC) of $36mm. This is
based on 4% tax credit selling
for 80.50%. The remaining
equity required will be $7.8mm. The equity can come from a variety of sources as there are additional low
income housing grants and bonds. From our conversations with local representatives and our research, we are
confident that we can secure equity from the Washington Housing Trust Fund Grant (approximately $4mm),
ARCH (approximately $2mm) and King County Housing Authority Grants (approximately $2mm). Equity can
come from deferring a portion of the $13.7mm developer fee. Our cash flow analysis assumes the equity is
brought in up-front in cash.
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RISK & SENSITIVITY ANALYSIS
Risk Analysis
•

Rising construction costs. The Puget Sound area is seeing an almost unprecedented amount of new
construction, which has in part led to a projected 6% increase in construction costs this year.

•

•

•

•

•

The King County Housing Authority not interested in partnering or unable to purchase
the property. The King County Housing Authority (KCHA) has expressed interest in focusing their
developments in areas that are near transit stops, and we have spoken directly with them about our
project. That is why we believe our proposal is an ideal candidate for the KCHA to partner with or even to
purchase once it is completed. While the chances of the KCHA being interested in our property are high,
there is still a possibility that they will not be able to partner with us on or to purchase the property at all
or as quickly as we have planned. Our contingency plan for this would be to hold the property and act as
property managers or hire a management company until we find a suitable buyer. Our property will still be
profitable at stabilization, even after annual debt service.
Difficulty securing equity. We have identified specific sources through research and interviews that we
believe would be actual sources of equity for our project, but it is possible that these entities may not have
the ability to provide the funds at the levels we are assuming.
Rising interest rates. Presently, it seems as if interest rates will never rise, but rising interest rates is
certainly a risk for any development when it comes to securing financing. While we are aware of this risk we
do not see it becoming a factor in the near future.
Project delays. Any development project of this size runs the risk of delays, including issues with
permitting and securing financing prior to construction, and change orders and weather delays during
construction.
Incorrect modeling assumptions. For example, our discount/hurdle rate at 6% may be too low, and
our assumed exit cap rates for the project may also be too low.

Sensitivity Analysis
We conducted sensitivity analysis on our financial results to test the impact of various changes to certain
key assumptions. One of the main risks we wanted to test was the impact of changes of costs, specifically
changes to our hard and soft cost assumptions. In addition, we looked at the impact of changes in our vacancy
assumptions, cap rates, and discount rates. We came up with upside and downside scenarios and measured
them against our base case. The results indicated that our project still had positive net returns, even when the
various downside metrics were layered on top
of each other (i.e. we looked at the impact
of increasing hard costs while also increasing
our soft costs and increasing our vacancy,
etc.). However, one of the most notable
impacts to our financials was on the amount of
equity required in the various scenarios. Our
downside scenario had a significant increase
in the amount of equity required – from $7.8
million in our base case to over $20 million.
As a result, we have identified other potential
sources of equity for our project, including
the FTA’s Capital Investment Grant Program
(partnering with a public agency).
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APPENDIX: ENTITLEMENTS
Other Relevant Standards and Regulations
•

•

•

•

•

•

Parking Standards - Parking standards in the district are somewhat less generous than typical suburban
requirements, but allow for a broad range between minimum and maximum. Maximums are typically twice
the minimums, sometimes more. Surface parking, while not prohibited by code, was strongly discouraged
by the City of Bellevue for the subject site.
Ground Floor Uses - 130th Avenue must have ground floor retail uses, such as eating and drinking
establishments, merchandise sales, and personal services. Storefronts must be continuous for the entire
frontage, except for residential lobbies and emergency accesses not totaling more than 25% of the
frontage. Spring Boulevard between 130th and 131st must have ground floor commercial uses, which
include the retail uses noted above and financial, real estate, insurance, and hotels. The entire ground floor
must incorporate these uses, except for live-work units or residential lobbies. Lobbies may not exceed 25%
of the frontage.
Build-To Lines - On the 130th and Spring frontages, ground-floor building facades must be constructed to
back of sidewalk. Entrances may be recessed up to 5 feet from the build-to line. Public and private plazas
may interrupt up to 15% of the project frontage of a block.
Sidewalk Orientation - On the 130th and Spring frontages, ground floor frontages must have direct
entrances from the sidewalk and a high degree of transparency. A maximum of 30% of opaque surface is
permitted. On 132nd Street frontage, the primary entrance must be oriented toward the right-of-way or
public open space, may be separated from the sidewalk by up to 36” grade separation, and up to 60%
opaque surface is permitted.
Required Local Streets, On-Street Parking, Driveways - The area’s industrial history has led to
a superblock layout. The City of Bellevue has required additional local streets to establish a traditional
orthogonal street grid in the neighborhood. The maximum perimeter of a block is not to exceed 1,200
feet; however, the block may be defined not just by fully-built automotive streets, but alleys or pedestrian
streets. These alternatives must be navigable by emergency vehicles and able to serve as fire lanes. Onstreet parking is required on all streets impacting the project site, subject to Planning Director discretion.
Driveways are prohibited along the Spring Boulevard and 130th Avenue frontages.
Impact Fees - Transportation impact fees are assessed on new development in the City of Bellevue.
Affordable housing and daycare, two of the uses considered for the subject property, are exempt from
these fees. Other uses are subject to fees as specified in LUC Chapter 22.16.
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Floor Area Ratio
The base FAR for the district is 1.0. Bonuses may be achieved by providing amenities determined by the
City of Bellevue to be in the public interest. Additionally, certain uses do not count toward total FAR used.
These include: affordable housing (Affordable to 80% AMI rental units or 100% AMI ownership units); ground
floor retail (as defined in LUC 20.25D.130A); enclosed plazas; and structured parking, above or below grade.
Dedications do not reduce the total project site area for purposes of calculating FAR. Total square footage
before dedications is approximately 147,950 square feet.
Increases in FAR are available, up to 4.0 FAR (up to a total of 591,800 square feet of building area, not
counting square footage exempted from the calculation). The City of Bellevue has established a tiered system;
the first tier must be fully used before a project is eligible for bonuses under the second tier, and the second
must be fully used before the third. The hierarchy informs developers of the relative significance of each public
good to the City of Bellevue.
The first tier, 1a, applies to projects with a residential component only. These projects are eligible for 4.6
square feet of additional FAR for every 1 square foot of affordable housing constructed. A maximum of 1.25
FAR may be earned through Tier 1a. Residential projects may then use Tier 1b, which is focused on parks,
streams, regional trail connections, and transfers of development rights. Another 1.25 FAR may be obtained
here. Nonresidential projects may obtain 2.5 FAR from Tier 1b. Tier 2 provides up to 0.5 FAR in exchange for
a number of public goods such as community meeting spaces, daycare, public restrooms, public art, and LEED
certification.
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Renter Household Demographics
2014 American Community Survey
King
Bellevue Eastside
County
Population
136,426 421,304 2,079,967
Average Household Size
2.50
2.52
2.48
Number of Households
53,945
167,711
825,188
% of Households Renting
42.0%
37.9%
43.0%
Number of Renting Households
22,669
63,627
354,550
% of 1 person households renting
37.2%
35.9%
41.5%
% of 2 person households renting
31.6%
32.3%
30.3%
% of 3 person households renting
14.9%
16.0%
12.1%
% of 4+ person households renting
16.4%
15.8%
16.1%
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Seattle
MSA
3,671,478
2.57
1,406,259
40.7%
572,335
39.1%
29.3%
13.6%
18.1%

USA
318,857,056
2.65
117,259,427
36.9%
43,267,432
36.3%
27.0%
15.4%
21.3%
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Housing By Number of Units in Structure
2014 American Community Survey
Seattle
King
Bellevue Eastside
MSA
County
1,510,981
880,488
178,535
59,317
59.2%
54.9%
53.7%
50.1%
4.1%
4.0%
5.9%
5.3%
2.4%
2.1%
1.2%
1.0%
4.1%
4.6%
4.8%
4.3%
5.8%
6.2%
8.1%
5.4%
7.0%
7.4%
7.8%
9.0%
13.7%
18.6%
16.8%
24.6%
3.5%
2.2%
1.6%
0.3%
1,510,981
880,488
178,535
59,317
93.1%
93.7%
93.9%
90.9%
40.7%
43.0%
37.9%
42.0%

Total Housing Units
1-unit, detached
1-unit, attached
2 units
3 or 4 units
5 to 9 units
10 to 19 units
20 or more units
Mobile home

Total Housing Units
% of Occupied Units
% Renter Occupied

USA
133,962,970
61.5%
5.8%
3.8%
4.5%
4.9%
4.6%
8.7%
6.3%
133,962,970
87.5%
36.9%

Transportation to Work - Workers 16 and over
2014 American Community Survey

Mean time to work (minutes)
Method
Car, truck - drove alone

Car, truck, van - carpooled
Public Transportation
Walked
Other means
Worked at Home

Bellevue

Eastside

King
County

Seattle
MSA

USA

23.3

26.4

28.9

29.6

26.0

67.2%
8.4%
11.9%
5.8%
1.2%
5.6%

69.9%
9.6%
8.6%
3.1%
1.6%
7.2%

63.7%
9.0%
13.3%
4.8%
2.8%
6.4%

69.0%
9.8%
9.6%
3.6%
2.3%
5.7%

76.5%
9.2%
5.2%
2.7%
1.9%
4.5%
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KING COUNTY
Income Limits by
HOUSEHOLD SIZE
Effective: 3/6/15 (CURRENT)
Median Income for 2015:
$89,600
Set-Aside % 1 Person 2 People 3 People 4 People 5 People 6 People 7 People 8 People
80 %

$50,240 $57,360 $64,560 $71,680 $77,440 $83,200 $88,960 $94,640

60 %

$37,680 $43,020 $48,420 $53,760 $58,080 $62,400 $66,720 $70,980

50 %

$31,400 $35,850 $40,350 $44,800 $48,400 $52,000 $55,600 $59,150

45 %

$28,260 $32,265 $36,315 $40,320 $43,560 $46,800 $50,040 $53,235

40 %

$25,120 $28,680 $32,280 $35,840 $38,720 $41,600 $44,480 $47,320

35 %

$21,980 $25,095 $28,245 $31,360 $33,880 $36,400 $38,920 $41,405

30 %

$18,840 $21,510 $24,210 $26,880 $29,040 $31,200 $33,360 $35,490

KING COUNTY
Rent Limits (by Unit Size)
Effective: 3/6/15 (CURRENT)
Median Income for 2015:
$89,600
Set-Aside % Studio 1 Bedroom 2 Bedroom 3 Bedroom 4 Bedroom 5 Bedroom
60 %

$942

$1,008

$1,210

$1,398

$1,560

$1,721

50 %

$785

$840

$1,008

$1,165

$1,300

$1,434

45 %

$706

$756

$907

$1,048

$1,170

$1,290

40 %

$628

$672

$807

$932

$1,040

$1,147

35 %

$549

$588

$706

$815

$910

$1,004

30 %

$471

$504

$605

$699

$780

$860
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Market Analysis – Other Uses
Our team considered and assessed other uses for the site. We conducted in-depth analyses of market-rate
apartments and office, and the full results of these analyses can be found in the Appendix (Market-Rate
Apartment and Office Market Analysis sections). Ultimately, we concluded that market-rate apartments and
office space (other than small amounts of office space that may be mixed in with our retail) did not meet our
development strategy for the following reasons:
• Lack of existing services or residences surrounding site. Our team concluded that the market risk
would be relatively high to develop market-rate apartments or office space as the first project at our site,
especially given our relatively small project size and the significant amount of industrial uses surrounding
the site.
• Full pipeline. There are a significant number of market-rate apartment projects and office developments
either under construction or proposed in and around Bellevue. Notably, both the Spring District and Esterra
Park have plans to develop both of these uses in their mixed-use projects.
• Required parking. Market-rate apartments require at least .75 spaces/unit by code, and from a market
perspective likely would be closer to 1.0 per unit. In contrast, affordable housing is only required to be
parked at 0.25 spaces/unit and there is research to substantiate a lower parking ratio compared to marketrate.
• FAR. Unless affordable housing is included in the mix, the base FAR is limited to 1.0.

Market-Rate Apartment Analysis
Market Areas
Based on the site’s location and characteristics and conversations with local leasing agents, the most directly
competitive market area is likely to be East Bellevue (east of I-405, north of I-90). Secondary competitive
market areas include West Bellevue (west of I-405, north of I-90) and Redmond. The primary demand area,
from which the majority of renters are expected to emanate, is the Greater Eastside, which includes the cities
of Bellevue, Redmond, Kirkland, Issaquah, Woodinville, and Bothell.

Macro Market Trends
Inventory
According to Dupre+Scott, there are 8,170 apartment units in the East Bellevue submarket in projects with
at least 20 units. This majority of these units were built prior to 1985, and until recently there were few new
projects in the submarket. The past 18 months has seen a notable increase in deliveries, including 90 units
at The Villas, 451 units at LIV Bel-Red, and 108 new units at The Madison. There are over 2,000 units in the
planning pipeline in East Bellevue, including projects under construction and planned. The units planned at the
Spring District represent 40% of the submarket’s pipeline, or just over 800 units. The first phase at the Spring
District is under construction, representing 309 units.
There are over 10,000 units in the Redmond submarket and 6,500 units in the West Bellevue submarket,
according to Dupre+Scott. Both of these submarkets have had significant apartment development activity over
the past 2 years, focused in their downtown cores. There are 1,200 units in the planning pipeline in Redmond,
most notably 501 units under construction at Avalon Esterra Park. There are over 4,100 units in the pipeline in
West Bellevue, almost all in the downtown core.
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Rents
Rent growth has been strong across the Puget Sound over the past 5 years, and this has been the case in the
primary and secondary competitive market areas. According to Dupre+Scott, rents in East Bellevue averaged
$1,454 per month in 2015, a nearly 9% year-over-year increase. Rent growth has averaged 7.0% per year since
2010. Rents in Redmond averaged $1,615 per month in 2015, and have averaged growth of 6.0% per year
since 2010. West Bellevue had average rents in 2015 of $1,946, representing annual growth 6.6% since 2010.

Source: Dupre+Scott Apartment Vacancy Report Sept 2015
Not surprisingly, rents vary depending on unit types and age of the project. In East Bellevue, average rents
range from $1,029 per month ($2.53 per square foot) for studio apartments to $2,163 per month ($1.74 per
square foot) for 3 bedroom units. Units built before 1975 average $1,352 per month ($1.72 per square foot),
while units built after 2010 average $2,028 per month ($2.29 per square foot).

Source: Dupre+Scott Apartment Vacancy Report Sept 2015
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Occupancy
Average occupancy rates have also been strong across the Puget Sound and locally over the past 5 years.
According to Dupre+Scott, average market occupancy in East Bellevue is 97.0%, virtually unchanged from 2010
levels. Market occupancy rates do not include projects in lease-up; if lease-up projects are included, total gross
occupancy in East Bellevue is 91.7%. Redmond and West Bellevue are at similar occupancy levels, and have
ranged between 95.5% and 96.5% over the past 5 years.

Source: Dupre+Scott Apartment Vacancy Report Sept 2015

In East Bellevue, market occupancies are in a similar range for all unit types. Occupancies do show some
difference by age of project, with the newest projects (built 2010 and after) exhibiting the lowest occupancy
rates, at 94%.
Competitive Market Analysis
Our team conducted primary research to better understand the competitive market. Through a series of calls
and Internet research, we compiled a list of communities that would likely be competitive with the project and
determined their project details, current asking rents, and occupancy levels. The most notable comparables:
LIV Bel-Red is the most recently built comparable in the East Bellevue market, and has per-square-foot rents of
$2.67, the highest in the submarket, and absolute rents of nearly $2,100 per month. It is currently in lease-up
and is approximately 87% occupied.
Avalon Esterra Park is currently under construction in the Overlake neighborhood in Redmond, and is the
physically closest surveyed Redmond comparable to the subject site. The project sits on a future light rail stop
and is part of a 28-acre mixed-use development planned next to Microsoft’s campus. The project is currently
pre-leasing units, with rents averaging $2,070 per month, or $2.51 per square foot.
The following table summarizes the results of our competitive market survey:
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Source: Team calls and primary research
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Future Deliveries and Absorption
Net Absorption
According to REIS, the Bellevue/Issaquah submarket has experienced average net absorption of 465 units
per year over the past 5 years and 400 units per year over the past 10 years. The Redmond submarket has
averaged 375 units per year over the past 5 years and 230 units per year over the past 10 years.

Future Deliveries
The Bellevue/Issaquah and Redmond submarkets have approximately 8,500 units in the planning pipeline,
according to Dupre+Scott. This includes units under construction and planned, and would represent a 30%
increase in total inventory for these submarkets. Given historical net absorption figures and assuming that it is
all built, this amount of product in the pipeline represents between 9.5 and 13 years of absorption, assuming
that product will be leased up to 95%.

Potential Program and Positioning
If new market-rate apartments were developed at the subject
site, the following represents a potential product program:
Our team positioned the subject site in-line with many
units in the market, and generally above the older East
Bellevue comparables and below the surveyed Redmond
and downtown Bellevue projects. On average the site is
positioned approximately 3% to 10% below its top comparables, LIV Bel-Red and Avalon Esterra Park. These
two comparables are closer to the Microsoft campus and have more established residential and retail nodes
close by.
The following rent-to-size graph shows how the above program would compare to the current competitive
market:
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We will seek retail uses not commonly found in the retail nodes of the Bellevue CBD and Overlake Park. We
feel the zoning modifications surrounding our site creates inherent, latent demand as small retailers and
eateries in the immediate vicinity lose their storefronts due to increased development pressures nearby. These
retailers will create a lively, active streetscape by which the surrounding submarket and users of Sound Transit
can interact with. As the area becomes more urban residential, we expect many of our retail storefronts to
attract more traditional retail uses associated with higher daytime & evening population counts.
Our retail analysis utilizes CoStar Property Analytics to survey retail market trends for our project’s trade area
and submarket. We also used brokerage statistics from CBRE, First Western Properties and Seattle Pacific
Realty, appraisal data from Integra Realty Resources, and demographic research from Cushman & Wakefield.
Please note that for the purpose of understanding/evaluating overall retail performance within CoStar’s recent
quarter report, the Bel-Red Corridor is located in the Eastside retail market data set, which encompasses the
eastern part of King County, east of Lake Washington. The Bel-Red Corridor is located in the 520 Corridor
submarket area of the Eastside market area.

CoStar Property Analytics Statistical Summary of Retail Transactions within the Bel-Red Corridor:
Statistic
Asking Rent
Starting Rent
Effective Rent
Months of Free Rent
Months on Market
SF Leased
Length of Term

Median
$20.00
$18.50
$19.00
2.0
6.0
1,750
5.0

Average
$20.89
$17.53
$18.25
2.0
9.0
2,327
3.9

Deals Measured
35
26
17
15
33
49
32

Bellevue Central Business District Rent Comparables:
Building
Alamo Manhattan
Avalon Meydenbauer
Soma Towers
Bellevue Galleria
One Main Street
Bellevue North SC
Bellevue Towers
Local Burger
Old Main Building

Rent Rate
$40.00 NNN
$40.00 NNN
$43.43 NNN
$32.35 NNN
$33.00 NNN
$31.00 NNN
$30.00 NNN
$36.00 NNN
$26.00 NNN

Square Feet
4,230
2,214
4,688
8,288
797
11,000
14,785
2,017
3,495
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Comments
Mixed-use building
Safeway Anchored
Includes mezzanine
Street level restaurant
Condo/mixed use bldg.
Leased to Bevmo
Restaurant use
Free standing
Older street retail.
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Overlake Park Retail Asking Rents and Availabilities:
Rent Rate
$28.00-30.00 NNN
$34.00 NNN
$32.00 NNN
$26.00-28.00 NNN
$32.00 NNN
$28.00-30.00 NNN
$33.50 NNN
$30.00 NNN

Availabilities
none
2,263 SF
1,400 SF
none
3,000 SF
none
1,400 & 2,500 SF
none

Center
Overlake Village
Evergreen Village
Ross Center
Overlake East
Overlake Fashion Plaza
Fred Meyer
Crossroads Mall
Overlake Crossing

Comments
Safeway Anchored
Safeway Anchored
Ross Anchored
Strip retail
Marshalls Anchored
In-line with FM
QFC, Regal Anchored
Trader Joes Anchored.

Bel-Red Retail Lease Comparables (2012-2016):
Address/Building/Center
14309 NE 20th
2125 Bel-Red Rd
14220 NE 20th
13102 NE 20th
14625 NE 20th
14326 NE 20th
14326 NE 20th
14326 NE 20th
2125 Bel-Red Rd.
14625 NE 20th

Rent Rate
$32.00 NNN
$30.00 NNN
$20.00 NNN
$30.00 NNN
$25.00 NNN
$24.00 NNN
$24.00 NNN
$22.00 NNN
$30.00 NNN
$21.00 NNN

Square Feet
4,000
2,900
1,115
4,699
5,600
1,115
1,385
2,500
2,900
25,307

Comments
MOD Pizza
Wendy’s
Byblos Deli
Ambiente Design
India Supermarket
Plaza Mexico
Roses Nails
School of Rock
Sushi Restaurant
Goodwill Stores

Bel-Red Retail Asking Rents and Availabilities:
Address/Building/Center
13433 NE 20th
14506 NE 20th
1807 132nd Ave.
13040 Bel-Red Rd.
12121 Northrup Way

Rent Rate
$24.00 NNN
$30.00 NNN
$24.00 NNN
$28.00 NNN
$22.00 NNN

Square Feet
3,674
2,500
7,300
3,940
1,650

Comments
Strip Center
Strip Center
Flex Space
Free Standing Auto
Strip Center

Bellevue Retail Sales Capitalization Rates (2012-2015):
Property/Center
Walgreen’s Center
23 Lake Bellevue
Crossroads S.C.
McKee Retail Shops
Factoria Marketplace
Bellevue Towers (condo)
Overlake Village

Sale Date
Dec - 2014
Apr - 2014
Sept - 2103
Jun - 2013
May - 2013
2013
2012

Year Built
1969 (remodel 2013)
1985 (remodel 2006)
1995
1994
1977
2008
1976
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Cap Rate
5.50%
6.36%
6.50%
5.67%
5.34%
7.86%
5.50%
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Office Market Analysis
Seattle/Puget Sound Office Summary: Fueled by robust employment growth in office-using
sectors over the past several years, demand for office space in the Seattle-Bellevue has been relatively strong.
Annual net absorption reached 1.0 msf or greater over the past five years and reached a ten-year high of 4.2
msf in 2015. This robust absorption of space allowed ooccupancy and asking rents to steadily increase on a
year-over-year basis since 2010.
The Seattle-Bellevue office market wrapped up yet another strong year in 2015. The regional overall vacancy
rate was at its lowest year-end rate since 2007 and asking rents were near all-time nominal highs. With 6.6
million square feet (msf) of office space under construction at the end of fourth quarter, the wave of office
construction that is currently underway in the Seattle area is the largest seen in at least ten years. A majority
of this space was located in the Seattle and Bellevue Central Business Districts, indicating developer optimism
and anticipated tenant demand for office space in the region’s urban core. Moreover, 94.0 percent of the office
space under construction in the Puget Sound region at the end of 2015 was located in the Seattle and Bellevue
CBDs.

•
•

•
•

Approximately 3.6 msf of new office space was completed in Seattle during 2015. This was the most
amount of space to have been completed within a single year in the region since 2008.
The Seattle overall office vacancy rate increased 90 basis points in the fourth quarter to 9.7 percent,
primarily a result of 1.2 msf of newly completed space being delivered in the Seattle CBD. Despite this
quarterly increase, the overall vacancy rate was 2.1 percentage points lower than a year ago.
Net office absorption for the entire Seattle office market reached 4.2 msf in 2015, exceeding the amount of
newly completed space by 627,627 square feet over the year.
The average asking rent for office space increased $0.94 per square foot (psf) to a rate of $33.08 psf in
fourth quarter 2015. This marks an increase of $4.33 psf in the average asking rent over the past year.

The following graphs show annual office market trends for the Seattle-Bellevue office market since 2005:
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Eastside Office Market Analysis: Our site is located in the Bel Red Corridor submarket, which is defined by
Cushman & Wakefield to be generally bounded by Lake Sammamish to the east, 124th Avenue NE to the west,
Highway 520 to the north, and Lake Hill Boulevard to the south. The following map shows the submarkets of
the Eastside office market:
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Supply Analysis
The Eastside office market is comprised of the Bellevue CBD and several suburban submarkets east of Lake
Washington. It is the second largest office market in the Seattle-Bellevue region with an inventory of nearly 27.8 msf,
a majority of which is located in suburban markets. Our site is located within the Bel Red Corridor submarket, which
is primarily comprised of low-rise Class B and Class C office buildings and has an office inventory of nearly 1.5 msf.
This accounts for 7.7 percent of the total office space in the Eastside Suburban office market.

Vacancy
Other than a brief increase in the local vacancy rate in 2013, the Eastside Suburban office vacancy rate steadily
declined from a peak of 18.3 percent in early 2010 to 8.4 percent at the end of 2015. As the market recovered
during those years, little construction activity allowed the market to absorb much of the space that was vacated
during the last major market downturn in 2008/2009. Looking forward, a new wave of office construction that is
planned for the Eastside office market will likely cause vacancy to rise over the next few years.
• The Eastside overall vacancy rate increase 0.5 percentage points in fourth quarter 2015 to 9.3 percent, primarily
due to the delivery of 462,000 square feet of new space in the Bellevue CBD. Despite this quarterly increase, the
Eastside office vacancy rate was 0.4 percentage points lower than a year ago in fourth quarter 2015.
• The Bellevue CBD overall vacancy rate was 12.0 percent in the fourth quarter of 2015, higher than a vacancy rate
of 8.2 percent in the suburban markets of the Eastside.
• The Bel Red Corridor vacancy rate was 8.7 percent in fourth quarter 2015, 1.7 percentage points higher than the
previous quarter but 5.9 percentage points lower than year-end 2014.

Construction activity
With several large office developments slated to break ground and nearly 1.4 msf of office space under construction
at the start of 2016, the Eastside office market is poised for substantial growth over the next few years. This wave of
office construction includes space in both the Bellevue CBD and Eastside Suburban markets. Although the Eastside
Suburban office market has experienced little growth since 2011, several suburban office projects totalling 5.9 msf
are proposed over the next few years. Not all of these projects may be completed exactly as proposed, but the
Spring District and Esterra Park are set to break ground within the next year. Given the proximity of these project to
our site, both the Spring District and Esterra Park pose substantial competitive risk to any office space we propose at
the 130th station.
• The 462,000 square foot 929 Office Tower was completed in the Bellevue CBD during the fourth quarter of
2015. This building was only about 20 percent preleased upon completion and was the most recent construction
delivery in Eastside office market as of 2015 year-end.
• The most recent construction completion in the Eastside Suburban office market was the Forum West building,
a 19,000 square foot office building in the Bel Red Corridor. This office delivery occurred during second quarter
2013 and was the first and only completion in the Eastside Suburban market that year.
• A total of nearly 1.1 msf of office space was under construction in the Bellevue CBD at the end of 2015. These
developments include 400 Lincoln Square (710,000 square feet) and Centre 425 (354,000 square feet). Both of
these projects are expected to be completed in late 2016.
• The only office building under construction in the Eastside Suburban office market in fourth quarter 2015 was the
180,000 square feet building at Google’s campus in the Kirkland submarket. Google’s campus in Kirkland is the
company’s third largest engineering center in the U.S., employing nearly 600 of the company’s 1,000 employees
in the Puget Sound area. The building is expected to be completed in early 2016 and be able to accommodate
an additional 900 employees.
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The following table details proposed office projects in the Eastside Office Market:

Demand Analysis
Net absorption
Aside from a negative absorption of office space in 2013, the Eastside Suburban office market recorded a
net absorption of 200,000 or greater between 2010 and 2015. This net absorption coincided with steady
employment growth in office-using sectors across the Seattle MSA, helping to drive demand for space and
reduce office vacancy. Although demand for new space is not likely to decline as the Puget Sound region
continues to add office-using jobs in the near term, the Eastside office market may be unable to absorb the
large amount of new office space that is under construction or proposed to be completed over the next several
years.
• The Eastside office market recorded a net absorption of 516,324 square feet in 2015.
• Approximately 396,000 square feet of office space was absorbed in the suburban submarkets on the
Eastside in 2015, this compared to a net absorption of about 120,000 square feet for the Bellevue CBD
during the year.
• Leasing activity in the Eastside Suburban market was strongest in the I-90 Corridor during 2015. The I-90
Corridor is the Eastside Suburban market’s largest submarket, and leasing reached 535,844 square feet
during the year.
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Asking Rents
Similar to asking rent trends across the entire Seattle-Bellevue market over the past several years, asking rents
for suburban office space in the Eastside office market have steadily increased in conjunction with lower levels
of office vacancy since 2012. Asking rents experienced their greatest year-over-year increase of the past five
years between and 2015, increasing an average $2.67 psf (9.3 percent). Although office vacancy was relatively
low at the end of 2015, the 5.6 msf of office space in the development pipeline will likely cause office rents
in both the Bellevue CBD and Eastside Suburban office markets to level off or decrease over the next several
years.
• The Eastside office market had the second most expensive asking rents in the Seattle-Bellevue office
market in fourth quarter 2015 at an average rate of $34.61 psf, according to Cushman & Wakefield.
• Suburban asking rents in the Eastside office market averaged $31.28 psf in fourth quarter 2015, an average
$8.47 psf lower than the average asking rent of $39.75 psf in the Bellevue CBD.
• Since the Bel Red Corridor is primarily comprised of older Class B and Class C office properties, it was the
most affordable submarket within the Eastside office market with an average asking rent of $28.53 psf in
fourth quarter 2015.
• Class A asking rents for suburban office space on the Eastside averaged $33.61 psf in fourth quarter 2015,
compared to an average rate of $39.90 psf in the Bellevue CBD.
• Class B asking rents for suburban office space on the Eastside averaged $30.17 psf in fourth quarter 2015,
slightly higher than an average rate of $30.08 psf for the available Class B space in the Bel Red Corridor.
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