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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	 7
	Name:
	Rachelle Celebrezze

	Proposed No.:
	2016-0045
	Date:
	February 24, 2016




SUBJECT

[bookmark: _GoBack]Proposed Ordinance 2016-0045 would authorize the sale of surplus County-owned property located in Redmond.

SUMMARY

Proposed Ordinance 2016-0045 would approve the sale of two surplus parcels—of approximately 11,572 square feet and 8,050 square feet, respectively—in the Redmond area, located within Council District 3.  The property was acquired by the Roads Services Division in 2008 for the Novelty Hill Road Project to acquire needed right-of-way and provide temporary project field offices.  The property was declared surplus to the County in August 2015.  

The proposed ordinance would authorize the Executive to convey the surplus property to 195th Avenue NE, LLC, in accordance with the terms of the Purchase and Sale Agreement ("PSA") entered into by the County and 195th Avenue NE, LLC on November 13, 2015.  Under the PSA, 195th Avenue NE, LLC has agreed to purchase the property for $430,000.

BACKGROUND 

The two parcels to be conveyed under the proposed ordinance were originally acquired in 2008 by the Roads Services Division to acquire needed right-of-way and provide temporary project field offices for the Novelty Hill Road Project.  Both parcels have been improved with single family homes, which are currently vacant.  As part of the Novelty Hill Project, which has been completed, the size of both parcels was reduced to account for the necessary right-of-way.  The current sizes of the parcels are approximately 11,572 square feet and 8,050 square feet, respectively.  Executive staff report that the parcels are not served by a public sewer; both parcels have septic tanks.

The County began the sale process for the property on April 5, 2015, by issuing a Request for Proposal for residential brokerage services to approved King County vendors.  One vendor, Roland Resources, responded, and the vendor’s proposal was accepted.  

The parcels were appraised in July 2015 by the Appraisal Group of the Northwest, LLP at a combined value of $478,000.  On August 19, 2015, the parcels were listed with the North West Multiple Listing Service (NWMLS) as one property at the appraised price.  The parcels were marketed for 30 days, and three letters of intent were submitted during that period.  All three letters of intent came in below the appraised value, ranging from $385,000 to $420,000.

Because the offers were less than the appraised value, Real Estate Services asked the appraiser to re-evaluate the initial appraisal, taking into consideration the condition of the houses on the parcels and the size of the right-of-way take.  The appraiser issued a revised appraisal value, taking those concerns into account, of $383,000.

The County then asked prospective purchasers to provide their best and final offers by September 30, 2015, and suggested a minimum purchase price of $420,000.  All three parties that issued initial letters of intent submitted revised bids.  The winning bid offered an all cash purchase price of $430,000, with only two contingencies:  title review and King County Council approval. 

The final Purchase and Sale Agreement (PSA) between the County and 195th Avenue NE, LLC was signed on November 13, 2015.
  
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 on June 16, 2015 of its intention to declare the property as surplus, and FMD reports that no County department expressed an interest in the property at that time and no other possible uses were identified.  In addition, the property was determined to be unsuitable for affordable housing development.  The King County Code defines, for purposes of the surplus property process, property as suitable for affordable housing if the property is located within the Urban Growth Area.[footnoteRef:3]  The Redmond property is located outside the Urban Growth Area.   [3:  KCC 4.56.070(C)(1) states that County property is considered suitable for affordable housing under that section if the parcel is located within the Urban Growth Area.] 


Given that no county department expressed an interest in the property and the determination that the property was not suitable for development as affordable housing, FMD formally declared the property as surplus on August 20, 2015.

Property Appraisal

The property was most recently appraised by an outside appraiser in July 2015 for $383,000.  As noted in the background, although the property was originally appraised at $478,000, that appraisal did not fully account for the size of the right-of-way take or the fair to good condition of the homes on the property.  The most recent appraisal value for both parcels (marketed as one property) of $383,000 takes those factors into consideration.  

Under the terms of the PSA, the Buyer has offered $430,000 for the surplus property, $47,000 more than the most recent appraisal value.

Sale Proceeds and Other Financial Considerations

If approved by the Council, the sale proceeds would be disbursed first to Real Estate Services and the broker, Roland Associates, for work associated with the sale of the surplus property.  According to the fiscal note, $26,575 would go to Real Estate Services for due diligence, marketing, appraisal work (via contract) and other work related to the sale of the property.  Another $21,500 would be provided to Roland Resources, the County’s broker, in accordance with the terms of the commission agreement entered into between the County and Roland Resources.[footnoteRef:4] [4:  In the commission agreement, the County agreed to pay Roland Resources a commission of 5 percent of the purchase price of the property, which Roland Resources agreed to split evenly with the buyer’s broker. ] 


All remaining funds ($381,926) would be returned to the Roads Fund, as the property was originally purchased with Roads Fund monies and any proceeds from the sale are required to be returned to that fund.  However, because the results of the required septic inspection that was conducted for both properties revealed deficiencies, the total revenue accruing to the Roads fund will be slightly reduced.  According to Real Estate Services, addressing the septic tank deficiencies, as required by King County Health Code 13.60.030, cost a total of approximately $6,400, bringing the total expected revenue to the Roads fund as a result of the sale to $375,526.

In addition to the proceeds that would accrue to the Roads Services Division, sale of the surplus property would also benefit the County by returning the property to the County’s property tax rolls.     

Condition of Property

Under the terms of the PSA, the Buyer specifically waived its right to receive a seller disclosure statement about the condition of the property and has agreed to the purchase of the property “as is, where is.”  

Contingencies and Conditions Precedent to Sale

The Buyer expressly waived the contingency related to a review of the title commitment under section 4.3 of the PSA on December 14, 2015.  

In addition, the County and the Buyer have jointly fulfilled the condition described in section 8.5 of the PSA, which required the parties to carry out a joint visit to the property within 30 days of the effective date to identify any debris and personal property that the Buyer wants removed from the property prior to closing.  That joint visit was conducted and the list of items to be removed from the property was agreed upon by both parties.

The only remaining contingency in the PSA relates to Council approval of the sale.  Under the terms of the PSA, sale of the property is contingent upon Council approval of the sale within 120 days of November 13, 2015 (the effective date of the PSA), or by March 13, 2016.  Because the contingency requires the ordinance to be effective prior to March 13th, if the Committee chooses to pass the legislation to full Council for consideration it would be prudent to do so on an expedited schedule.  In order to meet the March 13th deadline without declaring an emergency, the last regular Council meeting at which the full Council could take action would be on February 29, 2016.  An expedited timeline for Clerk processing and Executive signature would also be required. 

ATTACHMENTS

1. Proposed Ordinance 2016-0045 (and its attachments)
2. Transmittal Letter
3. Fiscal Note

INVITED

1. Tony Wright, Director, Facilities Management Division
2. Hien Dung, Acting Manager, Real Estate Services Section
3. Steve Rizika, Real Property Agent, Real Estate Services Section
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