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REVISED STAFF REPORT
SUBJECT:
This proposed substitute ordinance, if approved by the Council, would authorize the Executive to enter into a purchase and sale agreement with C&R Investors to exchange county-owned property at Cougar Mountain Park for one privately-owned parcel and to grant easements on various parcels at the park. 
BFM COMMITTEE ACTION

At the December 1st meeting, the BFM Committee adopted a striking amendment that made several changes to the Executive’s proposed ordinance. The substitute ordinance reflects the following changes:


1. Statements of Facts -  


a. updates the language to reflect Council approval of the Cougar Mountain Zoning Amendment as part of its adoption of the 2004 Comprehensive Plan; and 

b. Inserts a statement regarding the $20,000 reimbursement to the County by C&R Investors for administrative expenses.


2. New Section 2 – The substitute ordinance inserts a new provision regarding the disposition of the proceeds from the property transaction. Based on advice Council staff received from the Prosecuting Attorney’s Office (PAO), the monies are to be held in reserve in the Open Space Non-Bond Fund until the PAO determines which county fund or funds should benefit from the proceeds of this transaction. Once that determination is made, the monies may be allocated administratively to the appropriate fund or funds. No appropriation will be necessary to move the monies. 


3. New Section 3 – The substitute ordinance adds a new provision regarding the allocation of the $20,000 in administrative fees to be paid to the County by C&R Investors. The funds are to be deposited in the Current Expense (CX) fund to reimburse the Property Services Division for staff time devoted to this transaction.
SUMMARY: 
Cougar Mountain Regional Wildland Park is the largest regional park in King County’s park system at over 3,000 acres. King County acquired the park property in phases over the course of 10 years beginning in 1985 with voter-approved bond proceeds from the 1989 Open Space bond, Conservation Futures Tax (CFT) levy funds and Real Estate Excise Taxes (REET). The park is located in unincorporated King County (in Council District 12) and is bordered by the cities of Bellevue, Newcastle and Issaquah. 
Approval of the proposed ordinance would authorize the Executive to enter into a purchase and sale agreement containing the following provisions: 

1. The county would sell a 0.75-acre parcel (#9207 - see map on Attachment 8) to C&R Investors and grant an easement on a 0.45-acre parcel
 (portion of #9003). Both parcels are part of the park, but not contiguous to the park. These undeveloped parcels abut C&R’s new 52-acre subdivision within the city limits of Bellevue and would be used to locate underground water detention facilities and utilities for the development.

2. C&R Investors would sell to the county a 1.32 acre parcel (#9178) that is contiguous to the park. The property is undeveloped with mature trees and a creek. Acquisition of this parcel would consolidate Cougar Mountain park on the west side of 166th Way SE. 

3. The county would grant road and slope easements to C&R Investors to improve the King County portion of 166th Way SE, currently a gravel road. This road is the main access road into the new subdivision and one of the main entrance points into the park. Additional slope and road easements granted by the county would support the development of portions of two streets within the subdivision, SE 74th and 169th Place SE.
ANALYSIS

Under the provisions of county code, the Facilities Management Division (FMD) is the agency responsible for the administrative process of acquiring, disposing, inventorying, leasing and managing real property except that the Department of Natural Resources and Parks (DNRP) acquires and manages properties used for parks, open space, trails, agriculture and water pollution abatement.  And, the Department of Transportation (DOT) is responsible for properties associated with Metro Transit.

Each year, departments are to report to FMD on the status of all real property under their custodianship.  Departments are to justify the continued retention of all properties.  If in FMD’s opinion the department has not justified retention of a property, or if the department identifies properties that are surplus to its needs, FMD is required to “shop” the property to all other County agencies. If no other agency expresses an interest in the property to use in the provision of essential services, FMD is then required to determine if the property is suitable for the development of affordable housing
.
To be suitable for affordable housing, the property must be within the Urban Growth Area (UGA) and be zoned residential.  Any affordable housing development proposed for the site would have to be compatible with the neighborhood. 
In this case, FMD declared the park parcels surplus in October 2002 and circulated notice of the surplus to other County departments. No interest was expressed in acquiring the properties. FMD subsequently evaluated the properties for affordable housing. Both parcels are located in the UGA and zoned residential, however, FMD staff have pointed out that the high cost of the neighborhood coupled with a lack of public transportation and existing utilities in the vicinity would fail to attract an affordable housing developer. On this basis, FMD concluded that the park properties are not suitable for affordable housing.

If no other department or agency expresses a need for a particular property and the property does not meet the affordable housing criteria, FMD is then empowered to declare the property as surplus. Once the property is declared surplus, FMD is required to review other possible uses of the property before it is offered for sale.  These other uses include:

· Exchange for other privately or publicly owned land that would meet a County need;

· Lease with restrictive covenants;

· Use by other governmental agencies;

· Retention by the County if in a floodplain or slide hazard area; and,

· Use by nonprofit entities for public purposes.

If the property is not appropriate for or cannot meet one of the uses above, the Executive may decide that the best course of action is to sell the property. Generally, all sales are to be to the highest responsible bidder at public auction or by sealed bid.  However, there are exceptions.  One exception is when there is an exchange for other privately or publicly owned lands of similar value through a negotiated direct sale. 
County code requires Council approval by motion
 prior to the Executive disposing of property that has been declared surplus if the value of the property exceeds $10,000. The appraised value of the County property and easements is $228,887 (see Attachment 7) and the value of the C&R property is $110,000. Under the agreement, C&R will pay the difference in value, $118,887, to the County plus $20,000 in administrative costs for a total payment of $138,887.
The fiscal note transmitted with the ordinance shows the proceeds of this transaction benefiting the Parks 2004 Levy Fund, a fund created to manage the proceeds of the voter-approved $0.049 cent property tax levy that supports the operations of the Parks Division. However, the Prosecuting Attorney’s Office has advised Council staff that, in general, revenues derived from the transfer of an interest in property must reimburse the funding source that was used to acquire the property.  

According to the Parks Division, Parcel #9003 was purchased in 1985 with proceeds from the sale of LTGO (Limited Tax General Obligation) Bond Anticipation Notes, or “BANs” authorized by the adoption of Ordinance 7179. It is unclear at this time which funding source paid the debt service on the BANs. Once it is determined which funding source paid the debt service, that fund will be reimbursed with the proceeds of this transaction. Parcels #9207 and #9037 were purchased in 1995 although it is unclear which funding source was used to complete the acquisition. The Prosecuting Attorney’s Office has advised that the $118,887 in proceeds related to the property transaction be placed in reserve temporarily until the legal allocation is determined. 
REASONABLENESS

This transaction appears to offer multiple benefits to King County including adding a contiguous, undeveloped parcel to Cougar Mountain Park, thereby consolidating the park boundary line to the west side of 166th Way SE; disposing of property that is not contiguous to the park; gaining improvements to one of the park’s main access roads at no cost to County taxpayers; and realizing almost $119,000 that may be used to support the acquisition of additional open space. Further, the Executive has gone through the required steps to declare this property surplus to the County’s needs and has determined that affordable housing is not a viable option. Therefore, approval of the substitute ordinance would be a reasonable business and policy decision.  
ATTACHMENTS

1. Map
�With the adoption of the 2004 Comprehensive Plan update, this parcel now falls within the Urban Growth Area and within Bellevue’s Potential Annexation Area. Bellevue may annex this parcel. Should such an annexation occur, the purchase and sale agreement provides that a quit claim deed may replace the easement with no further compensation to the county. The cost of the easement reflects the full value of the parcel. This parcel will then be recorded as a separate tax parcel and pass to the ownership of C&R Investors.


� KCC 4.56.070 E. defines affordable housing as housing whose monthly costs including non-telephone utilities are less than or equal to 30 percent of the household's monthly income, or where the household is at or below moderate-income standards as defined in state statute.  In King County, the median household income is $65,400 and the average household size is 2.39 persons.  The state statute defines a moderate-income household as one which earns 115 percent or less of the median.  In King County, that amount is $75,200.  Under these standards, housing would qualify as "affordable" if the housing costs totaled $1,880 or less per month.  For very low or low income households, housing costs would have to range from $817 per month to $1,308 per month.





� While the county code specifies approval by motion, typically the Executive submits a proposed ordinance as the means for the Council to authorize the sale of surplus real property.  
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