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SUBJECT

The proposed ordinance would authorize the sale of surplus County-owned property located in Auburn.

SUMMARY

Proposed Ordinance 2016-0244 would approve the sale of a surplus 17,587 square feet parcel including a one-story building with a full basement in the Auburn area, located within Council District 7.  The property was quitclaimed to King County in 1963 by the U.S. Department of Health, Education and Welfare for use as a public health facility for 20 years.  Public Health Seattle & King County converted the interior of the building and occupied it for approximately 40 years.  The building has been vacant since October 2008 when Public Health moved to a larger site to continue to serve the greater Auburn community.  The property was declared surplus in 2009.  

Since 2009, the Facilities Management Division has attempted to sell the property on several occasions. The proposed ordinance would authorize the Executive to convey the surplus property to the City of Auburn, in accordance with the terms of the Purchase and Sale Agreement ("PSA") entered into by the County and the City of Auburn on February 5, 2016.  Under the PSA, the City of Auburn has agreed to purchase the property for $350,000, the most recent appraised value of the property.

BACKGROUND 

The property to be conveyed under the proposed ordinance, 100 Auburn Avenue NE, was constructed in 1937 and served as the Auburn Post Office until 1963, when it was quitclaimed to King County for use as a public health facility for 20 years.  Public Health Seattle & King County continued to operate a public health center there until 2008, when the clinic moved to a larger site approximately eight blocks north to continue to serve the greater Auburn community.

Public Health declared the property surplus to its needs with a letter to Facilities Management Division (“FMD”) dated February 27, 2009. Records reflect that FMD subsequently offered the property to other County departments and, according to FMD, it was reviewed for suitability for affordable housing. FMD began to market the property in 2011; it was actively listed until 2015.  

The property (100 Auburn Avenue NE) is in the Downtown Urban Center (DUC) zoning district of the City of Auburn.  According to Executive staff, this district was created to encourage a concentration and mix of commercial, office, medical, retail, residential, and civic uses in the downtown core.  The property was designated as a City Landmark in 2000; no significant features may be altered without obtaining a Certificate of Appropriateness from the Auburn Landmarks Commission.

The City of Auburn expressed interest over several years in obtaining from King County the property to be conveyed under the proposed ordinance, but was previously unable to secure funding. Meanwhile, FMD also pursued and received offers from other potential buyers in 2012, 2013 and 2014 but none proceeded to a purchase and sale agreement.

In 2015, the City of Auburn agreed to purchase the building at the price of $350,000, and signed the PSA on January 26, 2016. The City of Auburn intends to use the property as an arts center and secured a contract with 4Culture, as part of the Building for Culture bond program (Ord 18181), to reimburse the City $200,000 of the cost of property acquisition and related capital expenditure associated with the creation of the Auburn Arts Center. 
  
ANALYSIS

Procedure for Declaring County Property as Surplus

Under King County Code, FMD is authorized to sell County property that has been declared surplus to the County's needs, but only after following the procedure outlined in the King County Code.[footnoteRef:1]  In addition, if the value of surplus property exceeds $10,000[footnoteRef:2], Council approval of the sale is required.   [1:  KCC 4.56.070.]  [2:  KCC 4.56.080.] 


Prior to declaring County property as surplus, King County Code requires FMD to determine whether other County departments have a need for the property, whether the parcel is suitable for affordable housing, and whether there are other possible uses for the property.  FMD notified all County departments of its intention to declare the property as surplus by letter dated March 10, 2009, and FMD reports that no County department expressed an interest in the property at that time and no other possible uses were identified.  

FMD produced documentation regarding this process except for any documentation of how FMD undertook the affordable housing determination prior to the final surplus.  Real Estate Services (“RES”) staff were unable produce documentation that FMD completed the affordable housing determination process  required by KCC 4.56.070.C.1 prior to surplussing the property.  Therefore, Executive staff report via email, RES staff “decided it prudent to re-evaluate the affordable housing requirement” subsequently to “underst[and] the details of the property in terms of suitability for affordable housing.” 

Pursuant to King County Code 4.56.070.C.1., suitable for affordable housing “means the parcel is located within the Urban Growth Area, zoned residential and the housing development is compatible with the neighborhood.” 

The property (100 Auburn Avenue NE) is located within the Urban Growth Area in the City of Auburn’s Downtown Urban Center zone, which allows residential uses. However, Executive staff contend that the property is not suitable for affordable housing because it is not compatible with the neighborhood.  As stated in an email from RES staff: 

The lack of compatibility arises from the City of Auburn’s plans for this property ...  Auburn is purchasing the property to create the Auburn Arts Center, which would fit within the mix of “commercial, office, medical, retail, residential and civic uses” contemplated for the Downtown Urban Center zone.  This vision for the property is supported by a 4Culture grant, the funding for which was passed by the Council in Ordinance 18180.  The $200,000 grant was included in the List of Approved Projects for the Building for Culture Program included in Attachment A to Ordinance 18181.  

RES staff further cite “practical reasons” that the property is not suitable for affordable housing, including the Landmark status of the building and land; the age, condition and relatively small size of the existing structure; and the relatively small amount of undeveloped land within the property.”

In 2014, RES staff contacted the Department of Community and Human Services (“DCHS”) to inquire whether DCHS was interested in the property for affordable housing. DCHS responded in 2015 that it would not pursue the property.[footnoteRef:3] As reported by RES staff, this action was simply to obtain additional information to inform a determination of the suitability of this property for an affordable housing development and not an effort to satisfy the requirement in KCC 4.56.070.C.1. to first attempt to make a property available for affordable housing.  [3:  RES reports that DCHS has expressed interest in using nine different County properties for affordable housing over the last two years, but none appear to have yet been converted for that purpose.] 


Property Appraisal

The property was most recently appraised by King County on October 5, 2015 at $350,000.  The appraisal was conducted by a state certified general appraiser on the RES staff and applies a direct comparison approach that identifies four comparable properties. The appraisal is informed by assumptions made in a previous appraisal process regarding costs for repairs and tenant improvements to bring the building’s structure, systems and function to the equivalent of a building with an effective age of approximately 5 to 10 years. 

The property was initially appraised by King County at $950,000 in March 2009; this value was repeatedly adjusted downward to the most recent (October 2015) valuation of $350,000. 

FMD states: “This is a property with very low apparent demand and a host of physical and functional deficiencies and downtown Auburn is not a thriving market.” As noted in the Background section above, FMD pursued and received offers from other potential buyers in 2012, 2013 and 2014 but none proceeded to a purchase and sale agreement.

Sale Proceeds and Other Financial Considerations

If approved by the Council, the sale proceeds will be disbursed to 4Culture (10 percent for art) and RES for work associated with the sale of the surplus property, with the balance to the General Fund.  The fiscal note accompanying PO 2016-0244 reflects the intent of the Executive (confirmed by the Office of Performance, Strategy and Budget staff) for these net proceeds to be credited to the Public Health fund, as currently anticipated in the Public Health fund financial plan. 

According to the fiscal note, $53,472 will go to Real Estate Services for due diligence, appraisal review, marketing and legislation, $10,500 will be applied to an outside broker’s commission, and $8,055 will cover appraisal contracts, title report and printing for a total of approximately $72,000 in transaction costs.  The amount allocated to 4Culture is $35,000.  This leaves a balance of $243,000 to be ultimately available to Public Health. 

Executive further indicate that sale of the surplus property will relieve the County from responsibility for approximately $9,000 in annual operating costs for the vacant property.

Contingencies and timing 

The PSA (Section 10.1) specifies that the deal is to close within 15 days of the removal of the contingencies in Section 5. RES reports that all Section 5 contingencies have been fulfilled with the exception of King County Council approval.  To satisfy this contingency, Proposed Ordinance 2016-0244 needs to be effective by by August 3, 2016 or otherwise the PSA will terminate.[footnoteRef:4] [4:   In a June 3, 2016 amendment to the PSA, the City agreed to extend the period by which Council approval must be obtained. ] 


ATTACHMENTS

1. Proposed Ordinance 2016-0244 (and its attachments)
2. Transmittal Letter
3. Fiscal Note

INVITED

1. Tony Wright, Director, Facilities Management Division
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