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SUBJECT

Proposed Ordinance 2006-0373 would approve the sale of two contiguous parcels of surplus, King-County-owned real property, known as the Schroeder Property, located southeast of Redmond within King County Council District Three. The property is adjacent to the 245-acre Treemont development, which the Council approved in Ordinance 14709.

background

The Schroeder Property consists of two contiguous parcels of land, 14.88 and 0.48 acres, located on the Redmond Fall City Road southeast of Redmond. (See maps attached to this report as Attachment 7.) The larger parcel used to be part of a 68‑acre working dairy farm and residence; however, the structures that were used for those purposes have fallen into disrepair and are of such negligible value that the parcels are being marketed as vacant land, though an appraisal has attributed some salvage value to the wood of which at least one of the structures is made.

The Schroeder Property is adjacent to the 245-acre Treemont development, which originally called for the construction of 194 homes on one-acre lots. Environmental opposition to that plan led to a compromise agreement under which King County paid $8.7 million for a conservation easement on the Treemont property, limiting development to 30 homes on lots of about three acres each on 100 acres of the Treemont property, with the remaining 145 acres being left as open space. The Council approved that agreement in Ordinance 2003-0260. As part of the agreement, King County (through the Department of Natural Resources and Parks (DNRP)) received title to the Schroeder Property, which was originally intended for use as secondary access to the Treemont property, but under the compromise plan was no longer needed.

After the enactment of Ordinance 14709, DNRP determined that the Schroeder Property had neither recreational nor preservation value and declared it surplus to DNRP’s needs. The Facilities and Management Division (FMD) then determined that the property did not meet the criteria for affordable housing (because the property lay outside the Urban Growth Area, see K.C.C. 4.56.070.C.1) and circulated notice to other county departments and to various cities and to water, sewer, fire, and school districts regarding the County’s plan to surplus and sell the property. None of those entities expressed interest in the Schroeder Property, so in June of 2004, pursuant to K.C.C. section 4.56.070, FMD declared the property surplus to the County’s present and foreseeable needs.

An appraiser employed by the Real Estate Services Section of FMD determined that the highest and best use of the Schroeder Property is to obtain a boundary line adjustment that would yield two lots of about 7.5 acres each for residential development. Assuming such an adjustment is obtained, the appraiser estimated the fair market value of the Schroeder Property to be between $488,000 and $510,000 as of 22 November 2004.

FMD listed the Schroeder Property for sale with the Northwest Multiple Listing Service and received an offer of $400,000 in the form of a Vacant Land Purchase and Sale Agreement dated 25 April 2005, from Andrew Berger and Keri Berger. On behalf of King County, on 4 May 2005, the manager of FMD’s Real Estate Services Section counter-offered to sell the property for $500,000, which the buyers accepted. The agreement is expressly contingent upon, among other things, (1) approval by the Council, (2) buyers obtaining Department of Development and Environmental Services approval of a boundary line adjustment, (3) approval of a septic system for the two lots, and (4) closing of the sale by 31 December 2005. A copy of the agreement is attached to this report. The closing date has since been extended three times, to 30 March 2006, 30 August 2006, and now 31 October 2006.

An updated appraisal of the Schroeder Property, done at the council’s request, has estimated the fair market value of the property, as of 12 September 2006, at between $488,000 and $510,000, which is the same as the appraised value as of 22 November 2004. The updated appraisal was done by the same FMD appraiser who did the original appraisal. An “Appraisal Review,” conducted by a different FMD appraiser, found the fair market value of the property to be $500,000, which is the same as the sale price. The Appraisal Review was based entirely on the information contained in the updated appraisal.

The proceeds of the sale are to be deposited into the Conservation Futures Tax (CFT) and Real Estate Excise Tax 1 (REET 1) funds, as described in the fiscal note to the proposed ordinance ($386,500 into CFT, $113,500 into REET 1), as partial reimbursement of the $8.7 million spent from those funds to acquire the conservation easement on the Treemont property. The $8.7 million was financed with Limited Tax General Obligation (LTGO) bonds. According to the Office of Management & Budget, Conservation Futures has paid $1,594,379 from 2004 to 2006 on the bonds. REET 1 has paid $398,594 from 2004 to 2006 on the bonds. Currently, Conservation Futures owes $9,040,909, and REET 1 owes $2,260,226. The bonds are scheduled to be paid off in 2023.

Proposed Ordinance

Proposed Ordinance 2006-0373 “authoriz[es] the executive to execute a purchase and sale agreement to complete the sale of the county-owned property known as the Schroeder property.” 

options

1. Adopt Ordinance 2006-0373 in the form proposed by the executive.

a.
Pro: Not applicable.

b.
Con: The proposed ordinance authorizes the Executive to “execute a purchase and sale agreement to complete the sale” of the Schroeder Property. This does not meet the requirement of K.C.C. section 4.56.080 that the Council approve the sale itself (not just the execution of a purchase and sale agreement).
2. Adopt an amended version of Ordinance 2006-0373 in the form of proposed Amendment A1 and Title Amendment T1 attached to this staff report.

a.
Pro: (a) Since K.C.C. section 4.56.080 requires Council approval of the sale itself (not just the execution of a purchase and sale agreement), the title and Section 2 of the ordinance should be amended to read that the ordinance “approves the sale” of the Schroeder Property. (b) In addition, since it is possible that the closing date will be extended once again, and that the Schroeder Property will appreciate in value in the meantime, it makes sense to specify that the Council’s approval is limited to sale of the property on substantially the terms contained in the executed purchase and sale agreement.  (c) Finally, technical amendments to the property description in the ordinance are recommended, and the fully-executed copy of the purchase and sale agreement should be substituted in place of the version that was originally attached to the proposed ordinance. Proposed forms of title amendment and substantive amendment are attached to this report.
b.
Con: Although both appraisals support the sale price, they were both conducted by the same appraiser, who is employed by FMD, not independent, and the conclusion of the updated appraisal—that the fair market value of the property remains the same as it was 21 months ago—seems surprising in light of the conventional wisdom that property values throughout King County have increased substantially during that time. 

3. Postpone consideration of Ordinance 2006-0373 until the property has been appraised independently by an appraiser from outside of FMD.

a.
Pro: The use of an appraisal done independently by an independent outside appraiser would provide a higher level of confidence that the updated appraisal was not driven by the goal of supporting the pending sale.

b.
Con: The county would have to pay for an independent outside appraisal, and it might not be possible to complete such an appraisal in time to meet the current closing deadline of 31 October 2006.

attachments

1. Amendment A1

2. Title Amendment T1

3. Proposed Ordinance 2006-0373

4. Executive’s Transmittal Letter

5. Fiscal Note

6. Purchase and Sale Agreement

7. Maps

INVITEES

1. Kathy Brown, Division Director, Facilities Management Division.

2. Bob Thompson, Acting Lease Section Supervisor, Real Estate Services Section, Facilities Management Division.

3. Sally Strickland, Property Agent, Real Estate Services Section, Facilities Management Division.

4. Birney Mellor, Property Agent, Real Estate Services Section, Facilities Management Division.
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