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June 14, 2006
The Honorable Larry Phillips

Chair, King County Council

Room 1200 

C O U R T H O U S E

Dear Councilmember Phillips:

Enclosed for your consideration is a proposed ordinance amending King County Code (K.C.C.) chapter 4.56.075.  This proposed ordinance modifies the procedure for the sale of county real property categorized as “financial investment property.”  Financial investment properties are properties that are held by the county to provide a financial return, but have no current or foreseeable need for active county use.  It is the ultimate objective of the county to dispose of this type of property.  
King County Code section 4.56.075 provides that disposal of these properties should occur when optimal market conditions exist in order to maximize the financial return to the county.  This code section, as currently written, restricts the property disposition methods available for the sale of financial investment properties and does not allow for other methods of real property disposition that are currently allowed by Ordinance 12045 and K.C.C. 4.56.100 as amended.  Making these same provisions applicable to the sale of financial investment properties provides necessary flexibility and safeguards to maximize the financial return to King County resulting from the sale of financial investment properties.  

Currently, all but one of the financial investment parcels in the county’s inventory is encumbered with a long term lease.  The parcel not held by a lease is used as a park by the City of Seattle and is known as the “Duwamish River Park.”  The most favorable terms for the sale of investment parcels with an active lease would likely be achieved by engaging the tenant of the property in a direct negotiated sale.  As I have noted above, this option is currently not available under K.C.C. 4.56.075.  The ordinance I have transmitted to you will expand the tools available to the Facilities Management Division (FMD) when selling financial investment properties.  These tools are already authorized under Ordinance 12045 and K.C.C. 4.56.100 and include a direct negotiated sale approach which is more likely to create the best return on investment.     
Background

In December of 1992, a single parcel of the Harbor Bond fund property was sold to the Fred Hutchison Cancer Research Center.  This is the only prior sale of a Harbor Bond property.  The sale of this property was conducted under the authority of Emergency Ordinance 9786 and adopted by the County Council in January of 1991.   

In December 1995, the council adopted Ordinance 12045 which amended the code and provided for a new category of county real property ownership, the financial investment property.  This classification was in direct response to King County’s ownership of certain parcels of land originally purchased for the creation or development of maritime related uses.  The parcels were purchased under the authority of the 1910 Harbor Bond Fund, and were acquired between 1910 and 1914.  Currently there are 10 parcels in the county’s real estate inventory that are categorized as investment properties under K.C.C. 4.56.075.  Eight of these properties are located in the Duwamish area, and two are located on Lake Union.  
Recommendation

As noted above, my proposed ordinance provides additional flexibility and safeguards for the disposition of properties categorized as financial investment properties and will allow staff to take advantage not only of optimal market conditions when they occur, but then to employ the most effective manner of sale in order to maximize the return on investment.
If you have questions, please contact Kathy Brown, Division Director, Facilities Management Division, Department of Executive Services, at 206-296-0631.  
I recommend that this ordinance be approved by the County Council.
Sincerely,

Ron Sims

King County Executive
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