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STAFF REPORT
SUBJECT:
This proposed substitute ordinance, if approved by the Council, will authorize the Executive to execute the necessary documents to sell eight parcels of property originally acquired in connection with the Sammamish Plateau Access Road, North Link (North SPAR) road project.  These properties have been declared by the Executive to be surplus to the needs of the Road Services Division and the county.  It is the intent of the Road Services Division to divest itself of the properties, and return the proceeds to the Roads Capital Projects fund.  
The proposed substitute ordinance also would adjust the boundary lines for two of the parcels, allowing the county to keep ownership of a parcel of land upon which a wireless communication tower is located.  Finally, the proposed substitute ordinance would authorize the executive to list five of these properties (including the properties subject to the boundary line adjustment) with a residential listing service, and to sell three of the surplus properties through a request for proposals for affordable housing.
BFM ACTION:

On September 23, 2004, the Budget and Fiscal Management Committee approved a striking amendment making technical and editorial changes to the transmitted ordinance, with an amendment.  The amendment to the striking amendment would allow one of the surplus properties to be added to the properties to be sold through requests for proposal for affordable housing.  The Committee gave a “Do Pass Substitute Recommendation” to Proposed Ordinance 2004-0429.
BACKGROUND:
Beginning in 1999, the Department of Construction and Facilities Management, Property Services Division, in conjunction with the Roads Services Division, began the process of acquiring right-of-way necessary to develop the North SPAR.  The North SPAR project is now complete and opened to the public on August 28, 2003.

Over a period of three years, 15 residential properties were acquired at a cost of $3,796,800.  Because the construction of the new roadway would create a dramatic change in the use and enjoyment of the property, would greatly impact utilities, and often left the property uninhabitable for months at a time, these properties were purchased in their entirety.   
As part of the road project, the residences on five parcels were demolished.  Ten of the remaining parcels have intact and marketable homes.  Two of these properties have already been sold.  The remaining eight properties (Parcels 2, 6, 16, 17, 18, 23, 24, and 32) are the subject of this proposed ordinance.
All eight properties have houses located on them.  A brief description with appraised value follows:

	Parcel Number
	Brief Description
	Original Purchase Price
	Appraised Value for Sale

	Parcel 2
	Four-bedroom, 2.5 bath, 1.5 story home on approximately 2.8 acres outside of the Issaquah city limits.
	$528,300
	$375,000

	Parcel 6
	Three-bedroom, two bath home, located on a 17,660 square foot lot at the intersection of Black Nugget Road and Highlands Drive.
	$407,500
	$250,000

	Parcel 16
	Large four-bedroom, three bath rambler, which sits on approximately three acres within the Issaquah city limits.
	$850,000
	$575,000

	Parcel 17
	Three-bedroom, 2.5 bath home built in 1979 on a 55,550 square foot lot.
	$375,000
	$175,000 - $340,000

	Parcel 18
	Three-bedroom, 2.5 bath home built in 1978 on a 23,891 square foot lot.
	$350,000
	$175,000 - $365,000

	Parcel 23
	Five-bedroom, 2.5 bath, spit-level home on approximately 35,000 square feet (after boundary line adjustments).  
	$575,000
	$375,000

	Parcel 24
	Three-bedroom, 2.5 bath, tri-level home on 35,200 square feet (after boundary line adjustments).
	$306,000
	$350,000

	Parcel 32
	Four-bedroom, 2.5 bath, two-story home on 1.12 acres.
	$405,000
	$390,000

	Total
	
	$3,796,800
	$2,665,000 -$3,020,000


There are two factors to note when comparing the original purchase price the county paid when acquiring the properties and their current appraised value:  
(1) the appraised value on most of this property is significantly lower than the purchase price, mostly because of the presence of the major roadway now located in the neighborhood; and 
(2) multiple offers, some with escalator clauses, have already received by the Facilities Management Division on some of these properties, leading the division to estimate that actual purchase prices may meet or exceed the properties’ appraised values.
During the road construction, an opportunity arose to lease a portion of one property (Parcel 24) to a wireless carrier.  The home on this property had been scheduled for demolition.  The county signed a lease that resulted in rental income of $20,050 annually, with an increase to $23,152 in December, 2004.  Subsequent to the lease, conditions changed and Roads determined that the home on the property no longer had to be demolished.  

The executive desires to sell this property, but also to keep ownership of and continue receiving rental income from the wireless communication tower lease.  To do this, the executive is proposing to adjust the boundary lines of this parcel and another adjacent parcel (Parcel 23), to create a new parcel under the wireless tower.  The application to adjust the boundary lines has been filed with the city of Issaquah.  This proposed ordinance would authorize the executive to sign whatever paperwork is required to make the boundary line adjustments before listing the two home lots for sale.

Two of the properties (Parcel 17 and Parcel 18) have sustained damaged during the years they were vacant from vandalism, falling trees, and proximity to the roadway.  As a result, the value of these two parcels decreased over the time they were vacant.  The executive states that the property has generated a strong interest in the affordable housing community.  A third parcel (Parcel 23) has been the subject of strong interest from at least one organization to be used for affordable group housing.  The Facilities Management Division, Real Estate Services Section has recommended to Roads that a request for proposal be advertised directing the sale of Parcel 17 and 18 to affordable housing developers.  The Committee approved an amendment that would add Parcel 23 to the request for proposal for affordable housing.
ANALYSIS:

King County Code (KCC) Provisions Regarding Declaration of Property as Surplus

Under the provisions of the King County Code, the Department of Transportation is the agency responsible for the administrative processes of acquiring, disposing, inventorying, leasing and managing real property devoted to transportation.  The Department of Transportation, Road Services Division, worked in conjunction with the Department of Construction and Facilities Management, Property Services Division, to acquire right-of-way necessary to develop the North SPAR.
Each year, departments are to justify to the Department of Construction and Facilities Management 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 their needs, FMD is required to “shop” the property to all other County agencies for their use in providing essential services.  
If no other agency expresses an interest in the property, FMD is then required to determine if the property is suitable for affordable housing.  To be suitable for affordable housing, the property must be within the Urban Growth Area and zoned residential.  Any affordable housing development proposed for the site would have to be compatible with the neighborhood.

If no other department or agency expresses a need for a particular property and the property does not meet the affordable housing guidelines, 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.

After all of the above are accomplished, the executive may decide that the best course of action is to sell the property.

In this instance, the executive has completed the necessary reviews and notifications required to surplus and sell these properties.  The Roads Services Division declared the eight parcels of land with houses to be surplus to its needs.  Notices were circulated to county departments and there was no interest expressed in the property by any county department.  

The FMD completed an affordable housing review, which included numerous site visits with various affordable housing developers.  Due to the value of the properties and limited expansion potential, only parcels 17 and 18 were originally deemed to be suitable for affordable housing.  The houses on Parcels 17 and 18 are of modest value, because of damage, but they are structurally sound.  They are located within the urban growth area (in the city of Issaquah), are connected to sewer and have been found to be suitable for affordable housing.  Significant interest has been expressed in bidding on Parcel 23 to provide affordable housing, because of its size and location.
The cities of Issaquah and Sammamish, plus the water, sewer fire and school districts in these cities, were notified of the county’s plan to surplus and sell the properties.  None of these agencies expressed an interest in using or purchasing the properties.

King County Code Provisions Regarding Sale of Surplus Real Property

King County Code 4.56.080 requires Council approval by ordinance prior to the Executive disposing of property that has been declared surplus in accordance with the process and procedures discussed above.

King County Code 4.56.100 provides for the sale of real and personal 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 if the property is to be sold to another governmental agency.  In this case, it is anticipated that none of the properties will be sold to another governmental agency.
A second exception to the public auction/sealed bid requirement is if, in the opinion of the Facilities Management Division, the county will receive a greater return if the property is listed with a residential or commercial real estate broker.  
In this case the Facilities Management Division determined that the county would get a greater return on six of the eight properties if they are listed with a residential real estate broker for sale.  There have been signs placed on the properties and a significant amount of telephone and e-mail inquiries have been received by the Facilities Management Division.  Listings on the multi-listing service have resulted in multiple offers with escalator clauses.  The division has determined from this interest that the county will receive greater return for these properties if they are offered to the public by listing the properties with a residential real estate broker.
By amendment of the committee, one of these parcels (Parcel 23) will not be offered by listing on a real estate listing service, but will be sold through the request for proposals for affordable housing.

REASONABLENESS:
Enactment of this ordinance, as amended, would be a reasonable business and policy decision.  The Executive has gone through the required steps to declare these properties as surplus to the County’s needs.  Three of the properties have been found suitable for affordable housing, and the executive is seeking authorization in the ordinance to issue an RFP to affordable housing developers.  If those three parcels are not sold under the RFP, the executive will be able to sell them at public sale.  The remaining properties have been determined to be surplus to the county’s needs and could bring $2.6 million in funding back into the Roads CIP fund.  
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