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STAFF REPORT
SUBJECT:
This proposed ordinance (Attachment 1), if approved by the Council, will authorize the Executive to sell one parcel of surplus county-owned real property located in Council District 13 known as the Kent James Street park and ride lot. The property would be offered to the public via listing with a commercial real estate service or by entering into a direct negotiated sale after receipt of an acceptable offer.
BACKGROUND:
The Kent James Street park and ride lot is located at 902 W. James Street in Kent, immediately east of State Route 167 and west of the Regional Justice Center and north and west of downtown Kent.  The lot has 729 stalls, 438 of which are used on a daily basis. The property was subdivided in 2002 and now includes 2 parcels, totaling 9.57 acres.  The property is nearly rectangular in shape, lying between West James Street to the north and West Smith Street to the south.  The two parcels include a 1.61 acre piece at the north end of the lot which will be retained for use as a park and ride lot for transit, and a 7.96 acre parcel that covers the remaining area to the south.  It is the 7.96 acre parcel that has been declared surplus and is the subject of this proposed ordinance. A site map is included as Attachment 4.  
The property currently known as the Kent James Street park and ride lot was originally purchased in 1976 for $285,125 from Burlington Northern Inc., by the Municipality of Metropolitan Seattle (now the Metropolitan King County Transit Division) for the purpose of developing a park and ride lot.  The opening of the nearby Kent Commuter Rail Station by Sound Transit in 2002 provided an opportunity to re-orient transit service in the City of Kent.  
An interlocal agreement between the County and Sound Transit, approved by the Council in 2001 (Ordinance 14087), authorized the County to pay Sound Transit to add another floor to the nearby Kent Commuter Rail Station parking garage.  This extra floor provided 191 additional parking spaces for use by people who ride buses or vanpools.  As part of this deal, it was agreed that the County would pay Sound Transit approximately $2 million for this expenditure, and that the County’s bus operations would be reconfigured to serve the Commuter Rail Station, combining bus and rail service at a single central location at the north end of downtown Kent.

ANALYSIS:

Properties Expert Review (PERT) Task Force

Following the passage of Ordinance 14106 in 2001, the PERT Task Force was appointed and began its work to deliver a policy framework and recommendations to the Council relating to the County’s capital asset management system.  One of the system changes recommended by the Task Force was for the departments within the County to be more proactive in managing property assets and to coordinate a plan for property needs with their annual budgets and Capital Improvement Programs (CIPs).  
It appears the Department of Transportation has been proactive with regard to the disposition of the Kent James park and ride lot and has coordinated the potential sale of this property with the needs of its budget and CIP.  This is particularly important in light of lower-than-anticipated revenues for the Transit Division in recent years due its reliance on sales tax and the region’s slow economic recovery.  
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.  
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 its 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. (Note: for further discussion of this, please see Affordable Housing Determination information on page 4 of this staff report)
The definitions related to the terms affordable housing, low-income housing, and market rate housing can be found in the Revised Code of Washington.  Excerpts from these definitions are included in Attachment 5 to the staff report. 
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.

If the property is not appropriate for or cannot meet one of the uses above, the Executive may decide that the best course of action is to sell the property.

The Transit Division’s Declaration of Surplus

In a March 2, 2001 letter (Attachment 6) from the Transit Division to the Facilities Management Division, for the reasons mentioned in the background portion of the staff report above, the Transit Division of the Department of Transportation declared the 7.96 acre portion of the Kent James park and ride lot as surplus to its needs.

The 1976 purchase of the property was made using 100 percent grant funding that included a Federal Transit Administration (FTA) grant covering 80 percent of the cost, and Washington State Department of Transportation (WSDOT) grant covering 20 percent of the cost.  Because the property was purchased with grant funding, any change in use or sale requires approval from the granting agencies.  The County and WSDOT agreed to trade the 20% equity in the Kent James park and ride lot toward the County’s equity in the Eastgate park and ride facility, leaving the remaining approval to surplus the property to the FTA.  
FTA Approval
Prior to obtaining approval to sell the property, the FTA required the following information be submitted from the County:
· A current appraisal of the lot being sold;
· Documentation to support the Transit Division’s conclusion regarding current and future parking usage;
· A plan for providing the interim and permanent parking lots, including an assessment of the extent to which the existing and new facilities will serve the same users;
· Confirmation that the Sound Transit Commuter Rail garage meets FTA requirements with a capacity which fully accommodates Sound Transit’s and the County’s needs; and
· Agreement that the County shall not dispose of the existing parking stalls until the replacement stalls in the new facility are fully operational and bus service can be directed to the garage, and the agreement with Sound Transit has been executed. 

FTA approved the sale of the property by letter dated June 18, 2003 (Attachment 7).  
Existing and Future Parking Capacity and Demand

If the Council approves the sale of the 7.96 acre parcel at the Kent James lot, this will result in the removal of 629 parking stalls.  To satisfy the anticipated remaining demand of approximately 250 stalls, King County will have rights to nearly 200 additional stalls in the Commuter Rail garage and retain 100 parking stalls at the Kent James lot (in the 1.61 acre parcel) for a total of nearly 300 stalls.  

Combined with the new parking garage adjacent to the rail station and the upcoming re-orientation of transit service (scheduled for June 2005) to serve the rail station/transit center, the demand for parking at the Kent James lot is expected to be significantly reduced.  Service to the rail station/transit center will substantially replace service to and from the Kent James lot.  There are approximately 1,000 stalls available for parking (including surface and garage) at the Commuter Rail station.
According to an analysis by the Transit Division, as Sound Transit Commuter Rail reaches full capacity (estimated to occur in 2007 or 2008), one expected result will be a mode shift for riders from buses to trains.  As this shift occurs, it is anticipated that duplicative bus service would be reduced or eliminated, reducing daily parking demand for bus service in Kent by up to 70 percent.  Meanwhile, as Commuter Rail service increases, it is expected that the demand for parking to use this service will also increase.
Affordable Housing Determination
Suitability
As outlined in KCC 4.56.70, suitable for affordable housing means “the parcel is located within the Urban Growth Boundary, zoned residential, and the housing development is compatible with the neighborhood.”  FMD conducted an affordable housing survey in 2001 and declared the property not suitable.  The reasons for this as outlined in the findings of the proposed ordinance include: lack of pedestrian connections to essential services, high voltage lines and intense freeway noise.  
In meetings with Executive staff, it appears that the affordable housing “survey” included a review by other organizations, including the county’s Division of Community and Human Services, and input from the City of Kent, with regard to the feasibility and neighborhood compatibility of developing the property for affordable housing.  

Zoning for the area
According to the findings in the ordinance, the property is zoned to include commercial, residential, or retail.  The Kent James park and ride lot is within an area that has been designated by the City of Kent as a Downtown Commercial Enterprise (DCE) District which encourages higher density development and service activities in the downtown area.  The parcel is also located within the Urban Growth Boundary. 

FMD Determination
Based on the survey and specifically the input concerning neighborhood compatibility from the City of Kent, FMD concluded that developing the property for affordable housing would not be compatible with the neighborhood.   This determination was made in April 2001, after which a notice was circulated to other departments within the County to see if the property was needed for government purposes.  As stated in the proposed ordinance, no other departments expressed an interest in the property, although the Executive’s transmittal letter (Attachment 2) states that the District Court Division expressed an interest in the retention of parking to provide for possible courtroom expansion in the Regional Justice Center.  However, the County’s retention of the northern parcel (1.61 acres) appears to be sufficient for any future needs.  As a result of this analysis, FMD deemed the property surplus to the county’s present and foreseeable needs.  

King County Code Provisions Regarding the Sale of Surplus Real Property

King County Code 4.56.080 requires Council approval before the Executive disposes 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.  A second exception is to list the property with a commercial real estate broker if, in the opinion of the Real Estate Services Division, the County will receive a greater return than if the property were sold at public auction or by sealed bid.
FTA rules regarding the disposition of excess property call for sales procedures to provide for open competition to the greatest extend practicable and result in the highest possible return or at least payment of appraised fair market value. 
Use of Sale Proceeds:

Code and Charter Restrictions

The property is owned by the King County Transit Division.  Chapter 4 of the King County Code pertains to “Revenue and Financial Regulation” and includes a section that establishes funds.  The Transit Division’s fund is known as the Public Transportation Fund.  The Public Transportation Fund is classified as a “first-tier” fund which means that there are restrictions pertaining to its use and benefit.  Specifically, the language in the code reads: “balances that were previously held in these funds shall be continued in these accounts.”  
In addition, Section 230.10.10 of the County Charter states that: 


Revenues or property received for metropolitan municipal functions shall never be used for any purposes other than the operating expenses thereof, interest on and redemption of outstanding debt thereof, capital improvements, and the reduction of rates and charges for such functions
Agreements with Other Agencies
The Council’s approval of Ordinance 14087 in 2001 authorized an interlocal agreement between the County and Sound Transit for construction of a fifth floor on a parking garage adjacent to the Kent Commuter Rail station.  The extra floor of the garage would provide for 191 additional park and ride spaces available to County bus and vanpool riders.  Section 2.2 of the agreement states that the county shall make a payment of $2,040,000 toward Sound Transit’s costs of performing the work.  Sound Transit will submit one invoice after the County’s final acceptance of the parking facility and another invoice upon acceptance by the City of Kent of all required street improvements that permit bus access to the station.  The completion of work and the acceptance of the facility is anticipated to occur by June of this year.  At the time the agreement was signed, it was anticipated that the revenue from this surplus sale would be used to offset the costs incurred for the replacement parking adjacent to the Kent Commuter Rail station.  
FTA Requirements

Since the purchase of the property was made primarily with FTA grant funds, there are restrictions on how the proceeds from the sale shall be used.  The procedures call for the proceeds to be applied to other FTA-eligible capital projects.  Therefore, upon the sale of this property, the County shall provide proof that the proceeds have been restricted for use in subsequent FTA-eligible capital projects.  The expenditures for the expanded parking in the Commuter Rail garage are not FTA eligible; therefore there will not be a direct payment to Sound Transit from these proceeds.  However, the proceeds will serve to offset public transportation revenues currently dedicated to other FTA-eligible projects in the capital program, which will in turn be available to pay Sound Transit.  

Remaining Proceeds
According to the Executive’s transmittal letter and discussions with Executive staff, the balance of the proceeds, minus administrative expenses, will enable the County Department of Transportation to fund transit improvements that support workforce housing in various transit oriented development sites around the county, including projects in downtown Redmond, Bellevue, Kirkland, and the Northgate area.  
NEXT STEPS:

· Legal review
· Further analysis concerning the surplus process and affordable housing determination
· Further analysis concerning the use of sale proceeds
· Review legislation in light of County space planning efforts
ATTACHMENTS:

1. Proposed Ordinance 2005-0056 
2. Executive’s Transmittal Letter dated February 3, 2005
3. Fiscal Note
4. GIS Map of the property

5. RCW definitions of affordable housing

6. Letter from Transit Division declaring property surplus

7. Letter from FTA granting approval to sell the property
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