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Metropolitan King County Council
Budget and Fiscal Management Committee


	Updates to the staff report have been highlighted in LIGHT BLUE.

REVISED STAFF REPORT
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COMMITTEE ACTION

	
Proposed Substitute Ordinance 2022-0359.2 authorizing the sale of the surplus properties located on Issaquah-Pine Lake Rd SE in Sammamish, WA (Council District 3), passed out of committee on January 25, 2023, with a “Do Pass” recommendation. The Ordinance was amended in committee with Amendment 1 to attach a new version of the Purchase and Sale Agreement which includes the Third Amendment.




SUBJECT

The proposed ordinance would authorize the sale of the surplus properties located on Issaquah-Pine Lake Rd SE in Sammamish, WA (Council District 3).

SUMMARY

[bookmark: _Hlk67927635]The proposed ordinance would approve the sale of two contiguous surplus parcels totaling 6.69 acres located on the corner of Issaquah-Pine Lake Rd SE and SE 47th Way in the City of Sammamish for $700,000 to individual buyers as named in the Purchase and Sale Agreement (PSA), Attachment A. In compliance with King County Code, the buyers were selected as the highest bidders through a public bid process.

The parcels were purchased in 1991 and 1996 by the Road Services Division for a capital improvement project that was never constructed. The land, which was annexed by the city of Sammamish in 2016, has never been used by the county and remains vacant. The Facilities Management Division (FMD) declared the parcels surplus to the county on January 24, 2020. In May 2021, the council adopted Ordinance 19278 to authorize the sale of the parcels to the City of Sammamish for $541,000 to be used for a roads project. However, the city eventually decided not to move forward with the purchase as only 20% of the parcel was suitable for development due to wetlands.

The Executive determined that the surplus parcels were considered “incompatible for affordable housing for the neighborhood” due to the limited amount of developable land as a result of wetlands and streams, distance to social services, jurisdictional restrictions, and the cost of acquisition.

This is the second briefing on the proposed ordinance. The committee deferred action on the proposed ordinance at its December 5, 2022 meeting. Since then, the Executive executed a Third Amendment to the PSA to extend the council approval period which in effect would require council action by April 29, 2023. Amendment 1 would attach a new version of the Purchase and Sale Agreement which includes the Third Amendment.

BACKGROUND 

The proposed ordinance would authorize the sale of two contiguous vacant parcels (Parcel Numbers: 1524069062[footnoteRef:1] and 1524069069[footnoteRef:2]) totaling 6.69 acres located on the corner of Issaquah-Pine Lake Rd SE and SE 47th Way in the City of Sammamish. Parcel Number 1524069069 (5.41 acres) was purchased in 1991 by the Road Services Division and Parcel Number 1524069062 (1.28 acres) was purchased in 1996 by the Road Services Division. The parcels were purchased for a capital improvement project that was never constructed. The land, which was annexed by the city of Sammamish in 2016, has never been used by the county and remains vacant. [1:  URL: https://blue.kingcounty.com/Assessor/eRealProperty/Dashboard.aspx?ParcelNbr=1524069062.]  [2:  URL: https://blue.kingcounty.com/Assessor/eRealProperty/Dashboard.aspx?ParcelNbr=1524069069.] 


The parcels are surrounded by residential subdivisions, tract lots, and multi-family dwelling units and is currently zoned R4 (Urban Residential). The City of Sammamish R4 zoning allows for residential development with a maximum density of four dwelling units per acre. According to the Executive, the parcels are encumbered by wetlands and an erosion hazard with approximately 20% (60,000 square feet) of the parcels suitable for development after deducting the total acres of wetlands, streams and their buffers. 














Figure 1. Vicinity View Map of Surplus Parcels.
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Figure 2. Picture of Surplus Parcels from Issaquah-Pine Lake Road SE.

[image: ]




Sale to City of Sammamish.  The Facilities Management Division (FMD) declared the parcels surplus to the county on January 24, 2020. In May 2021, the council adopted Ordinance 19278 to authorize the sale of the surplus parcels to the City of Sammamish for $541,000. On June 18, 2021, the city decided not to proceed with the sale and rescinded the Purchase and Sale Agreement. Executive staff state that the City Engineer that was interested in acquiring the parcels for a road-widening project resigned and the new Interim City Engineer determined the parcels were too encumbered with wetland and undevelopable, and decided to withdraw from the sale.

ANALYSIS

Surplus Real Property Sale Requirements.  According to King County Code Section 4.56.080, any surplus property sales greater than $100,000 requires council approval. Section 4.56.060 authorizes FMD to conduct sales of all county surplus properties. All surplus property sales need to abide by the requirements outlined in King County Code Chapter 4.56. The table below provides the requirements, the reference to King County Code, and the outcome or status of each requirement. The requirements are listed chronologically since each requirement is dependent on the outcome of another requirement (i.e. FMD surplus declaration must happen prior to FMD’s offer of a parcel to other county agencies).

	No.
	Requirement
	K.C.C. Reference
	Outcome/Status


	1.
	Surplus Declaration  
	4.56.070.C.
	FMD stated that the Roads Services Division declared the parcels a surplus to its needs on September 6, 2019.


	2.
	FMD Offer of Surplus Parcels to other County Agencies
	4.56.070.C.
	FMD stated that it offered the surplus parcels to other county agencies on October 18, 2019 and received no interest.


	3.
	Property Evaluated for Affordable Housing
	4.56.070.C.1.
	[bookmark: _Hlk120724293]FMD evaluated the surplus parcels for affordable housing suitability on January 23, 2020. FMD determined that the parcels were not suitable for affordable housing due to the limited amount of developable land as a result of wetlands and streams, distance to social services, jurisdictional restrictions, and the cost of acquisition. Attachment 5 to the staff report shows the completed FMD Affordable Housing Checklist.

On November 27, 2019 the Department of Community and Human Services (DCHS) declined interest in the surplus parcels to be used for affordable housing development.

Additional details on FMD and DCHS’s evaluation of the surplus parcels for affordable housing is provided in the next section of this staff report below.


	4.
	Final Surplus Declaration 

	4.56.070
	FMD declared the parcels surplus to the county on January 24, 2020.  


	5.
	FMD Appraisal
	n/a
	According to the Property Summary, Integra Reality Resources first appraised the parcels on February 24, 2020 and the estimated Fair Market Value was $550,000. The appraisal was updated on August 21, 2021 and using a Sales Comparison Approach, which is typical for vacant land, the market data indicated that the Fair Market Value had increased to $700,000.

According to the Department of Assessments, the parcels had a combined assessed value of $1,634,000 in 2021 and $2,444,000 in 2022.


	6.
	Public Notification of Sale  

	4.56.090
	According to FMD, the surplus parcels were listed on the Northwest Multiple Listing Service (NMLS) on August 20, 2021 for the appraised value of $700,000 with an offer deadline of September 20, 2021. Five offers were received. The highest offer ($900,000) was selected, and the second highest offer ($861,000) was selected as backup. Prior to signing, the buyer withdrew his offer due to wetland issues on the parcels. The backup buyers decided to renegotiate the offer price to $650,000, also citing wetland issues. As the price was below the appraised value and multiple offers were received, FMD decided to decline the offer to the backup buyer,

FMD listed the parcels on the NMLS again on November 12, 2021 with an offer review date of November 19, 2021. All parties who previously submitted an offer were notified. Thereafter, two offers were received and the highest offer of $750,000 was selected. The buyer conducted due diligence and decided to rescind the agreement due to wetland issues. 

FMD listed the parcels for the third time on February 4, 2022 with an offer review deadline of February 28, 2022. Three offers were received and the highest offer of $700,000 was selected. FMD stated that the current buyer was also selected as they had conducted the most research prior to making the offer, which included hiring a wetland specialist and corresponding with City of Sammamish on the potential of conducting a boundary line adjustment.


	7.
	Public Auction or Sealed Bid

	4.56.100
	See outcome/status above related to Public Notification of Sale.


	8.
	Purchase and Sale Agreement
	N/A
	The Purchase and Sale Agreement was executed on March 22, 2022. 


	9.
	Council Approval 
	4.56.080
	As the value of the surplus parcels being conveyed exceeds $100,000, council approval of the sale is required. Under the terms of the Purchase and Sale Agreement, the sale is contingent on the council approving the proposed ordinance by May 21, 2022. The Purchase and Sale Agreement was amended three times to extend the council approval period to February 28, 2023. With the provision for the county to extend the council approval period for up to an additional sixty days remaining intact, the council would have until April 29, 2023 to take final action on the proposed ordinance.


	10.
	Disposition of Sale Proceeds (Fiscal Analysis)
	4.56.130
	According to the fiscal note, the sale proceeds would be disbursed first to the Department of Executive Services – FMD Real Estate Services (RES) for work associated with the sale of the surplus property ($22,426).

Remaining proceeds ($677,574) would be deposited into the Roads Services Division operating fund. 

The fiscal note also notes that the county will realize savings of $443 annually from no longer paying annual assessment fees and relieve the county of maintenance and liability costs.




Evaluation for Affordable Housing.  As already discussed above, FMD evaluated the surplus parcels to be suitable for affordable housing on January 23, 2020 and determined that the parcels were “not suitable for affordable housing and not compatible with the neighborhood.” King County Code 4.56.070.C.1 defines “suitable for affordable housing” as parcels located within the Urban Growth Area, zoned residential and the housing development is compatible with the neighborhood. 

FMD determined that the parcels were not suitable for affordable housing due to the limited amount of developable land as a result of wetlands and streams, distance to social services, jurisdictional restrictions, and the cost of acquisition. Attachment 6 to the staff report shows the completed FMD Affordable Housing Checklist.

FMD states that 5.03 acres of the total 6.69 acres of the surplus parcels are Category 2 wetlands. After accounting for a 100 foot wetland buffer, the developable area is reduced to 13,357 square feet. Attachment 7 to the staff report includes a plat survey that highlights the developable area of the surplus parcels. Attachment 8 to the staff report includes the wetland delineation report that provided this determination.

FMD states that the buyers of the surplus parcels have applied for a boundary line adjustment to the City of Sammamish to establish two developable lots (7,455 square feet and 5,912 square feet). As per the current City’s zoning provisions, this would allow for 2 single family residences.

FMD shared that Chapter 21A.75 of City of Sammamish Development Code provides density incentives to developers of residential lands in urban areas and rural activity centers, in exchange for public benefits to help achieve comprehensive plan goals of affordable housing, open space protection, and energy conservation. Section 21A.75.030 of the City of Sammamish Development Code states that the maximum density permitted through RDI review shall be 150 percent of the base density of the underlying zone of the development site or 200 percent of the base density for RDI proposals with 100 percent affordable units.

Moreover, Policy H.3.9 of the Housing Element of the City of Sammamish Comprehensive Plan[footnoteRef:3] requires maintaining a record of publicly owned land, and if land is determined to be surplus for public purposes and is suitable for housing, consider its use for affordable housing with a preference for housing for low-income and very-low income households.  The City of Sammamish also adopted the 2019 Sammamish Housing Strategy which include implementation strategies to consider conducting a public land survey to inventory surplus/underutilized public lands and determine their suitability for housing and other public uses; and consider requiring affordable housing and creating incentives for affordable housing in current and future mixed-use subareas. [3:  City of Sammamish Ordinance O2020-496.] 


Lastly, since the committee’s December 5, 2022 meeting, FMD has reached out to the King County Housing Authority (KCHA) and the Low Income Housing Institute (LIHI) to determine their interest on the surplus parcels for affordable housing. KCHA has responded that the parcels would not meet their program needs and LIHI has not provided a response.

DCHS Evaluation and Feasibility.  FMD corresponded with the Department of Community and Human Services (DCHS) to determine their interest in utilizing the surplus parcels for affordable housing development. DCHS declined interest on November 27, 2019. DCHS states that the combination of wetland, erosion hazard, slope, road access, and the limited number of housing units under the City of Sammamish R4 zoning make the site infeasible for affordable housing. DCHS also states that these were also the same criteria used to identify county-owned parcels that may be feasible for affordable housing as part of the 2020 Affordable Housing Report: Inventory and Feasibility Analysis of Affordable Housing on County-owned Properties[footnoteRef:4]. This report was transmitted to the council on September 22, 2020 as required by Motion 15329[footnoteRef:5], which identified the scope of work for the 2020 King County Comprehensive Plan Midpoint Update. The report identified 214 county-owned parcels that would be feasible for affordable housing development. The surplus parcels were not included on the list of the 214 county-owned parcels. [4:  Report 2020-RPT0133. ]  [5:  URL: https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=3823527&GUID=04627E3B-C116-4B7E-B1F7-B248AE87A2F6. ] 


DCHS further states that criteria that excluded the surplus parcels from being feasible for affordable housing could be resolved through additional funding to regrade, remediate brownfields, or pay for wetland credits. However, if there are enough issues with a site and the potential number of units are limited, public funds would be put to better use creating more affordable housing elsewhere.

Lastly, DCHS states that another criterion for affordable housing feasibility is whether a project could be a candidate for the county’s Housing Finance Program. Most affordable rental housing projects need to be at least 50 units, and usually 80 units or larger to be financially feasible and competitive for funding. Affordable homeownership projects, of which there is significantly less funding available, need to be about 20 units for a project to be competitive. Due to this factor, any project that would produce a smaller number of units would increase the threshold by which DCHS staff would consider a site feasible for affordable housing.

Annual Report on County Surplus Properties Suitable for Affordable Housing.  In September 2021, the council adopted Ordinance 19330 to require the Executive to provide an annual report identifying all county-owned real property that are suitable for affordable housing development. In June 2022, the Executive transmitted Report 2022-RPT0089 (Attachment 9 to the staff report) identifying the following two properties out of 400 county properties that would be feasible for affordable housing development: 

· Brooks Village (Parcels #1148300010 – 1148300500) – Located in Skyway along S. 115th Place near Renton Avenue S. – The report states that DCHS and FMD are reviewing options and working with the community to determine the pathway for disposition and next steps in analyzing the feasibility of the site based on the community’s interest in an affordable housing project in Brooks Village.

· Wastewater Bothell Property (Parcel #6979200350) – Located in the City of Bothell along NE 195th Street and North Creek Parkway – The report states that the 1.8-acre property is zoned for higher densities and FMD will work with DCHS and the Department of Natural Resources and Parks (DNRP) to analyze the feasibility of affordable housing development.

Legal Review.  Council’s legal counsel has reviewed the Purchase and Sale Agreement.

Timing.  The BFM committee deferred action on the proposed ordinance at its December 5, 2022 meeting. As per the terms of the Purchase and Sale Agreement, as attached to the proposed ordinance, council approval was needed by December 30, 2022 to effectuate the agreement. Since then, the executive has executed a Third Amendment to the Purchase and Sale Agreement to extend the council approval period to February 28, 2023. With the provision for the county to extend the council approval period for up to an additional sixty days remaining intact, the council would have until April 29, 2023 to take final action on the proposed ordinance. Amendment 1 would attach a new version of the Purchase and Sale Agreement which includes the Third Amendment.

AMENDMENT

Council staff has prepared Amendment 1 which would append the Third Amendment to the Purchase and Sale Agreement (Attachment A to the proposed ordinance). As stated above, the third amendment would extend the council approval period to February 28, 2023.
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