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STAFF REPORT
SUBJECT:  

Proposed Ordinance 2011-0012 would approve the sale of a surplus property parcel within the City of Issaquah.  The residential property was appraised in March 2010 and listed for sale with the Northwest Multiple Listing Service (MLS).  A cash bid of $181,000 was accepted by Real Estate Services.
SUMMARY:

On December 27, 2010, the Executive transmitted an ordinance that would approve the sale of a surplus property located in the City of Issaquah in Council District 3.  The residential parcel is “owned” by the Roads Fund.  Proposed Ordinance 2011-0012 would authorize the sale of the property for $181,000.

If approved, the proposal would authorize the Executive to execute a purchase and sale agreement to convey and deliver the property to the identified buyer.  The Roads Services Division is the custodian of the residential parcel.  The property is an undeveloped 1.07 acre residential parcel located on the west side of Highlands Drive northeast at 238th Avenue southeast.
This ordinance advances the Council’s priority of Environmental Sustainability by strengthening stewardship of the property.  In addition, the Council’s priority for Financial Stewardship is enhanced, as the sale proceeds will strengthen the Roads Fund.
BACKGROUND:

The property is a 1.07 acre property that is located on the west side of Highlands Drive northeast at 238th Avenue southeast.  The parcel was acquired by the county in 2000 as part of a larger parcel purchased in conjunction with the Sammamish Plateau Access Road – the "SPAR" project – that linked Highway I-90 with the Sammamish Plateau.

After completion of the SPAR project in 2003, the Facilities Management Division (FMD) determined that it was in the best interest of King County to sell excess land not required for the new roadway.  Consequently, the remaining unused area underwent a boundary line adjustment to create a legal, buildable parcel.  
During the construction of the SPAR, King County installed water, electric, and sewer service to properties affected by the project.  This decision improves marketability for this "unimproved" parcel that was appraised at $180,000.  Attachment 3 is maps of the property showing a vicinity view and a parcel view.  
ANALYSIS:

Surplus Sale Process

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.  Pursuant to KCC 4.56, notices were circulated to other county departments by the Facilities Management Division (FMD).  No agency has expressed interest and the property was determined to be too small – and therefore unsuitable – to meet the criteria for affordable housing.  The proposed ordinance would authorize the Executive to execute the purchase and sale agreement (PSA) that has received review by the Prosecuting Attorney’s Office staff.  The agreement, which was signed in May, 2010 would be executed upon enactment by the Council.  
Property Appraisal
The property was appraised by Real Estate Services (RES) in March 2010 for $180,000, listed by the Multiple Listing Services (MLS) at the full appraised value, and is proposed for sale to a cash buyer for $181,000.  
According to RES staff, development potential is usually the most significant valuation factor for properties.  Development factors include location, access, view, and availability to water and sanitary systems.  RES also relies upon comparable properties that included similar development factors to establish a valuation for the county’s properties.  
The SPAR property is described as a relatively flat 1.07 acre parcel with a 342 foot frontage on Highlands Drive NE and having direct access to Highlands Drive.  The parcel is zoned as Single Family Suburban (SF-S), which allows up to 4.5 units per acre.  However, due to existing easements, and right-of-way requirements, and zoning construction setbacks, the area available for development is limited.  Consequently, RES has determined that although the zoning may allow up to 4.5 units, the lot has the potential to be divided into two separate parcels for construction of two potential home sites.  As a result, RES determined that the land could be reasonably valued at $90,000 for each lot – yielding an appraised value of $180,000 for the parcel.  RES feels that the proposed appraisal is valid in today’s housing market.  Attachment 6 is a summary of the RES appraisal methodology.  
Sale Proceeds

If approved by the Council, sale proceeds will be disbursed to Real Estate Services for work associated with the property sales and to the Roads Fund as custodian of the properties.  (The properties were originally purchased with Road Fund monies and any proceeds from the sale are required to be returned to the fund.)  According to the fiscal note, $17,598 will go to Real Estate Services for appraisal work, review, and sale oversight.  The remaining $163,402 will be returned to the Roads fund.  
Timeline
The purchase and sale agreement between King County and the buyer was initiated in May 2010.  The legislation and documents were transmitted by the Executive on December 27, 2010, were introduced and referred on January 10, 2011.  The PSA notes that the sale is not final until 10 days after Council approval and subsequent enactment of the ordinance.  
REASONABLENESS:

Approval of Proposed Ordinance 2011-0012 will enable FMD to move forward with the sale of the property.  Because the real estate is surplus to the county’s needs and will be purchased by a qualified cash buyer, the sale of the property appears to constitute a reasonable business decision.
INVITED:

· Kathy Brown, Director, FMD
· Steve Salyer, Manager, Real Estate Services, FMD

· Bob Thompson, Real Estate Services, FMD
· Anne Lockmiller, Agent, Real Estate Services, FMD

· Dwight Dively, Director, OMB

ATTACHMENTS:

1. Proposed Ordinance 2011-0012, including Attachment A, purchase and sale agreement

2. Transmittal Letter, dated May 10, 2010

3. Maps of the Property

4. Fiscal Note

5. Surplus Property Process

6. Summary of Appraisal methodology
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