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On September 8, 2004 Proposed Ordinance 2004-0384 was amended and given a DO PASS recommendation.  The amendment made a technical correction to the purchasers name found in the ordinance to be consistent with the sale agreement. 
SUBJECT:
This proposed ordinance, if approved by the Council, will authorize the Executive to execute the necessary documents to sell the Renton and Federal Way District Court courthouse facilities.  These two properties have been declared by the Executive to be surplus to the County’s needs.  Further, the proposed ordinance authorizes sale of the Renton facility to the Renton Vocational-Technical School in a negotiated sale and the listing of the Federal Way facility with a commercial real estate broker.
BACKGROUND:
Renton Courthouse:

This facility was built by the County in 1983 for use as a district court facility.  The facility was used for this purpose until the Renton District Court was closed due to budget reductions in January 2003.
Federal Way Courthouse:  

This facility was built by the County in 1979 for use as a district court facility.  The facility was used for this purpose until the Federal Way District Court was closed due to budget reductions in January 2003.

Use of Sale Proceeds:

In November 2003 the Council approved Ordinance No. 14795, a supplemental appropriation of $7,640,000 for the Courthouse Lobbies Project.  The Executive in proposing this project and the funding noted that a portion of the funding, approximately $2.3 million, would come from the proceeds of the sale of the Renton and Federal Way District Court buildings.  This was discussed in the BFM Committee as part of the consideration of the supplemental appropriation.  The fiscal note accompanying the ordinance showed this as the source of a portion of the funding for this project.  The Executive still intends to devote the proceeds of these sales to the Courthouse Lobbies project.  However, it appears that the full $2.3 million previously estimated will not be realized, thus necessitating the devotion of more note or bond proceeds to the project.
Under King County Code 4.56.130, 10% of the gross proceeds of the sale of Current Expense properties are to be deposited into the Arts and Cultural Development Fund.  This provision applies to the sales of these two facilities.
ANALYSIS:

King County Code (KCC) Provisions Regarding Declaration of Property as Surplus

Under the provisions of the KCC, the Facilities Management Division (FMD) of the Department of Executive Services is the agency responsible for the administrative processes of acquiring, disposing, inventorying, leasing and managing real property other than that devoted to parks and recreation, open space, utilities, or transportation.  Under this provision, the Renton and Federal Way District Court facilities fall under the authority of FMD.  

Each year, departments are to report to FMD on the status of all real property under their custodianship.  Departments are to justify the continued retention of all properties.  If in FMD’s opinion the department has not justified retention of a property, or if the department identifies properties that are surplus to their needs, FMD is required to “shop” the property to all other County agencies.  If no other agency expresses an interest in the property to use in the provision of essential services, FMD is then required to determine if the property is suitable for use for affordable housing.

To be suitable for affordable housing, the property must be within the Urban Growth Area and be zoned residential.  Any affordable housing development proposed for the site would have to be compatible with the neighborhood.

If no other department or agency expresses a need for a particular property and the property does not meet the affordable housing guidelines, FMD is then empowered to declare the property as surplus.

Once the property is declared surplus, FMD is required to review other possible uses of the property before it is offered for sale.  These other uses include:

· Exchange for other privately or publicly owned land that would meet a County need;

· Lease with restrictive covenants;

· Use by other governmental agencies;

· Retention by the County if in a floodplain or slide hazard area; and,

· Use by nonprofit entities for public purposes.

After all of the above are accomplished, the Executive may decide that the best course of action is to sell the property.

King County Code Provisions Regarding Sale of Surplus Real Property

King County Code 4.56.080 requires Council approval by ordinance prior to the Executive disposing of property that has been declared surplus in accordance with the process and procedures discussed above.

King County Code 4.56.100 provides for the sale of real and personal property.  Generally, all sales are to be to the highest responsible bidder at public auction or by sealed bid.  However, there are exceptions.  One exception is if the property is to be sold to another governmental agency.  In the case of the Renton facility, the Renton Vocational Technical School, an agency of the State of Washington, expressed an interest in the property.  So, this exception to the general rule of KCC 4.56.100 is being applied to the sale of the Renton facility.

A second exception to the public auction/sealed bid requirement is if, in the opinion of the Facilities Management Division, the County will receive a greater return if the property is listed with a commercial real estate broker.  This was the preferred course of action taken by the Executive with regard to the Federal Way facility.

Renton District Court Facility
This facility is of wood frame construction, was built in 1983 and is approximately 9,950 square feet in size.  It is located at 3407 2nd Avenue in Renton.  The area in which it is located is zoned light industrial.  Because of this zoning, this property does not qualify for possible use as affordable housing.  The Assessor’s most recent valuation places the property at $1,209,000 for 2005.  No departments expressed an interest in the facility, according to FMD staff.  However, officials of the Renton Vocational Technical School, which is located near the district court building, expressed an interest in acquiring it.  The FMD market study of this property set the “most probable value” at between $1.0 and $1.2 million.  The State appraisal was $900,000.  

An agreement has been negotiated with the State to purchase the facility for $1,087,500.  The net proceeds of the sale are estimated as follows:

	Gross sales price
	$1,087,500

	10% for Art
	108,750

	FMD Real Estate Services costs

	50,000

	Net Sales Proceeds
	$928,750


Federal Way District Court Facility:

This facility is a masonry building of approximately 10,500 square feet.  As previously noted, the building was constructed in 1979.  It is located at 33506 10th Place S. within the city limits of Federal Way.  The area in which the facility is located is zoned office park.  Because of this zoning, this property does not qualify for possible use as affordable housing.  The Assessor’s most recent valuation places the property at $1,454,700 for 2005.
The County has very limited resources from the standpoint of marketing commercial property.  In addition, this property is somewhat unique in that it is configured as a courthouse.  This makes the market for this property somewhat limited.  Past experience by the County has shown that selling commercial property at public auction or by sealed bid does not yield good results in terms of the amount realized.  For all of these reasons, the Executive believes that the highest return on sale of this building will result from listing it with a commercial broker.

PUBLIC HEARING:
State law requires a public hearing for the sale of County property to another governmental agency.  The public hearing has been advertised for September 13, 2004 before the County Council.

AMENDMENT A1:
On page 1 of Proposed Ordinance 2004-0384 Renton Vocational-Technical School is listed as the interested buyer of the Renton facility.  A purchase and sale agreement has already been prepared and executed by the two parties, subject to Council approval.  In the purchase and sale agreement, the purchaser is identified as the “State of Washington, State Board for Community and Technical Colleges, Renton Technical College, acting through the Department of General Administration.”  Amendment A1 modifies the proposed ordinance by inserting the above noted name of the purchaser rather than “Renton Vocational-Technical School” so that the ordinance will agree with the purchase and sale agreement.  This change will also make it clear that the purchaser is another governmental unit i.e. the State of Washington.  The purchaser name is also corrected where it appears in Section 2 of the proposed ordinance.
On page 3 of Proposed Ordinance 2004-0384 the two properties are listed along with the King County Assessor’s parcel numbers.  The two numbers have been transposed in the ordinance so that the number listed with the Renton facility is the parcel number for Federal Way and vice versa.  Amendment A1 will make this technical correction.
REASONABLENESS:
Enactment of this ordinance, as amended, would be a reasonable business and policy decision.  The Executive has gone through the required steps to declare these properties as surplus to the County’s needs.  Neither property is suitable for affordable housing.  The Council previously made the policy choice to devote the sale proceeds to the Courthouse Lobbies Project.  Sale of the Renton facility is proposed to be made to a State agency in accordance with provisions of the County Code.  And, finally, the decision by the Executive to list the Federal Way property with a commercial broker appears to be a sound and prudent business decision, designed to maximum the amount that the County can realize from the sale.
INVITED:
Steve Call, Director, Office of Management and Budget

Kathy Brown, Director, Facilities Management Division
Cal Hoggard, Real Estate Section Manager, Facilities Management Division

Bob Thompson, Project Manager, Facilities Management Division

� Includes FMD staff time and charges for preparing the building for sale.
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