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REVISED STAFF REPORT
As reported out of the Budget and Fiscal Management Committee

Proposed Ordinance 2010-0260 passed out of committee with a “Do Pass Consent” recommendation.  The ordinance was not amended in committee; however, a minor language change has been made to the staff report to more accurately reflect the purchase and sale agreement.  

SUBJECT:  

Proposed Ordinance 2010-0260 would approve the sale of a surplus property parcel in rural King County, known as the Rolph property.  The 5.01 acre parcel is located in Maple Valley in Council District 9 and was listed with the Multiple Listing Service (MLS) for a sale price of $160,000.  The purchase and sale agreement is for a sale price of $140,000.
SUMMARY:

Proposed Ordinance 2010-0260 would authorize the Executive to execute a purchase and sale agreement to convey and deliver the Rolph property to identified buyers.  The Roads Services Division is the custodian of this residential parcel located at 22629 SE 206th Street in Maple Valley.  To accommodate the buyer’s plan to purchase the property as part of a 1031 tax deferred exchange, action by the Council is requested before the end of May.   
This ordinance advances the Council’s priority of Environmental Sustainability by strengthening stewardship of the property, which has been subject to vandalism in the past.  In addition, the Council’s priority for Financial Stewardship is enhanced, as the sale proceeds will strengthen the Roads Fund.
BACKGROUND:

This property was originally purchased in 2000 as part of the County’s Taylor Creek Restoration Project, which was substantially completed in 2006.  The Taylor Creek project had two major goals:  (1) to reduce the frequency of flooding that resulted in maintenance needs and road closures and (2) to improve floodplain connectivity and restore a natural wetland-stream complex.  
The project was a joint venture between the Roads Services Division and the Water and Land Resources Division, with funds provided by both divisions for land acquisition.  Construction of the project occurred in 2005 and 2006.  The creek was relocated to its historic alignment away from the road.  The restoration also included the relocation of fish, amphibian, and aquatic insects as well as extensive re-vegetation.  

Total project costs were just over $3.1 million and were funded with a variety of sources including Washington State Department of Transportation (WSDOT), King County Surface Water Management (SWM), King County Roads, Conservation Futures (VFT) and other sources.  The sale of this property will reimburse a portion of the Roads Division costs associated with acquiring the property.  

Two five acre parcels remained upon completion of the project.  The parcel referred to as the West Property has been sold.  The Rolph property is the remaining unsold parcel.  
The property is located at 22629 SE 206th Street east of Highway 169 and north of the City of Maple Valley.  The parcel is zoned rural residential and has one single family home on the site.  Electricity is available, but no sewer or public water.  Because this property is outside the urban growth area boundary, this property is not suitable for affordable housing.  Attachment 4 is maps of the property showing a vicinity view and a parcel view.  Additionally, details of this parcel of property are described in Exhibits A-D to the purchase and sale agreement.  
ANALYSIS:

King County Code 45.56.080 requires Council approval for the sale of county-owned real property.  Attachment 5 outlines the surplus property process in King County.  Proposed Ordinance 2010-0260 authorizes the Executive to execute the purchase and sale agreement (PSA).  This agreement, which was signed on April 3, 2010, will be executed upon enactment if approved by the Council.  
History of the property
A brief timeline of this property’s use by King County is included below: 

· September 2000, property was purchased for $325,000.  The parcel at that time was 5.00 acres. 

· Roads first requested surplussing of the property in 2001.  Taylor Creek project was not yet complete so holds were placed on the process at various times over the next several years. 

· February 2005, Boundary Line Adjustment approved creating current 5 acre parcel.  At this point, WLRD was able to release property for the surplus process.  
· April 2007, an updated appraisal was completed and values property at $270,000.  

· August 2007, new surplus notices sent to various King County agencies to determine interest for other county purchases

· By the end of August 2007, no interest received from County agencies and property is declared surplus to the County’s needs

· September 2007, property listed with the Northwest Multiple Listing Services (NWMLS)

· October 2007, County agrees to Purchase and Sale Agreement with the highest offer of $302,000.  Other offers were received, but these offers were below the asking price.  Other offers ranged from $85,000 to $286,000 

· November 2007, Executive transmittal of purchase to Council. 
· February 2008, the offer was terminated due to the collapsing real estate market and the extensive costs to repair the property

· March 2008, the property was offered to the runner up bidder for the property

· May 2008, the second offer was terminated due to the extensive costs of repair to the property  

· June 2009, the property was re-appraised and listed at $170,000; because no offers were forthcoming the property was reduced in price to $160,000
· October 2009, the property was remarketed through the MLS specifying that the County would not accept offers contingent on the condition of the non-boarded up improvements
It should be noted that the property was heavily vandalized and damaged while owned by the County.  The residence wiring and plumbing were stripped, drywall smashed, and appliances stolen.  This, as well as the updated property lines and new easements, have affected the value of the property as this current sale price is below the original 2000 purchase price despite seven years of appreciation.  
If approved, sale proceeds of $140,000 will be disbursed to Real Estate Services and Roads.  First, $16,332 will go to Real Estate Services for appraisal work and review, sale oversight, and outside broker fees.  The remaining $123,368 will be returned to the Roads fund.  (This property was originally purchased with Road Fund monies and any proceeds from the sale are required to be returned to the fund.)  
PSA - Conditions of Sale

The PSA has received legal review by the Prosecuting Attorney’s Office (PAO).  The agreement includes Exhibit E, which is the buyers’ condition of sale that this purchase is part of a 1031 tax deferred exchange.  This type of exchange allows a real estate investor to delay capital gains tax consequences by exchanging one investment property for another.  Tax deferred exchange laws are structured by the Internal Revenue Service and conditions require the buyer to meet certain strict timelines.  
The buyer has identified the property as a potential exchange property.  While the County acknowledges that the buyers are attempting to meet the requirements for a 1031 tax deferred exchange, the PSA documents make clear that no assurances have been made to the buyers that the tax deferred exchange can be accomplished within the requisite timelines.  However, the Executive has requested that the Council take action prior to the end of May.  
REASONABLENESS:

Approval of Proposed Ordinance 2010-0260 will enable FMD to move forward with sale of the property.  Due to the current depressed real estate market, the poor condition of the property, and qualified cash buyers, sale of the property appears to constitute a reasonable business decision, although the sale would be accomplished for a price lower than the appraised value.
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