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METROPOLITAN KING COUNTY COUNCIL

COMMITTEE-OF-THE-WHOLE
REVISED STAFF REPORT

AGENDA ITEM:  4
DATE:  July 31, 2006
PROPOSED NO:  2006-0283
PREPARED BY:  Mike Alvine

SUBJECT:  AN ORDINANCE calling for a special election for the purpose of submitting to the voters of King County on November 8, 2006, a proposition authorizing the sale or exchange of certain real property owned by King County and purchased with the proceeds of the Harbor Bonds passed by the voters in 1910; appointing a committee to write the voters' pamphlet statement for the November 8, 2006, special election and declaring an emergency.
COMMITTEE ACTION:  At its July 31, 2006 meeting, the Committee of the Whole approved the ordinance with a do pass recommendations with 6 ayes, 1 no and 2 excused.
SUMMARY:  If approved, the proposed ordinance would place a measure on the November 8, 2006 ballot for voters to decide whether the County should have the authority to sell all 10 remaining properties purchased with the proceeds of Harbor Bonds, approved by the electorate in 1910.  There would be no further need to go back to the voters to dispose of the properties.  However, it would be necessary for the Council to approve by separate ordinances the sale of any of these properties. 

There is a companion proposed ordinance (2006-0282) that would make changes to County code regarding the methods and criteria for selling investment property. 
BACKGROUND:  At the turn of the century, waterborne commerce was vital to the economy of the Puget Sound region.  Municipalities and private parties made periodic investments in harbor and waterway improvements, but there was not a coordinated plan for development.  It was not until September 5, 1912 that voters created the Port of Seattle as a countywide entity.  The previous year the electorate approved bonds for King County to purchase and develop waterfront property, to be held in trust, for commercial maritime uses.  As a trust, case law requires that permission of the voters is required in order to sell these properties purchased with bond proceeds. 
Property Expert Review Task Force (PERT) – In 2001 the County Council decided to form an expert review panel to help the County move towards best practices in managing its substantial real estate holdings.  The PERT final report has served as a strategic guide for transitioning to a more systematic, financial and policy driven approach to acquiring, managing and selling its properties and managing leases.

Most of PERT’s work focused on the role of real estate in providing the basic services of government.  The County has a very few number of investment properties and rightly, they were not a major focus of the report.  Nevertheless a number of findings and recommendations in the PERT report are relevant to investment properties and the subject legislation.  

Findings and recommendations of PERT relevant to investment property include:

· The County does not proactively manage its real estate portfolio.  

· The County has a slow, inflexible decision-making process for acquiring or disposing of real estate. This can result in missed opportunities and increased costs.

· King County Code is not clear on priorities for financial return versus achieving public benefits as well as defining the priorities among public benefits.

· Manage the asset and the portfolio.

· Set portfolio management goals.
· Hire professional portfolio management staff since existing staff is already fully engaged in current duties.
Policy Decision
Regarding investment properties, County code states: “It is the ultimate objective of the county to dispose of this type of property.  Disposal should not occur until optimal market conditions exist for maximizing financial return to the county.”  It is a policy choice to position the County at this time to eventually sell the Harbor Bond properties.  There are reasons to support as well as oppose the legislation.  
Additional Consideration

Executive staff has let Council staff know that there is one parcel of land on south Lake Union where the current lessee has expressed an interest in purchasing the property.  While a final decision has not yet been made, it is possible that if the legislation is approved and the voters approve it, separate legislation may be submitted to the Council for the sale of the property.  Regardless, the Executive believes that putting the decision before the voters now is an appropriate action to position the County for quicker action when opportunities present themselves.
Analysis
Reasons to support the legislation:
1. By gaining voter approval now to sell the Harbor Bond properties, the County will have partially addressed the key PERT finding of a slow, inflexible decision-making process.  
2. The real estate market is strong now and conditions appear favorable to get a good price for properties that may be sold.

3. Even if the Council has no interest in selling Harbor Bond properties at this time, it will be in a better position to do at a later time if voter approval has been secured.

Reason to oppose the legislation:

1. It may be premature to provide more flexibility to the Executive for the sale of properties until more progress has been made implementing the PERT recommendations.  Progress has been made, particularly on developing a Real Estate Portfolio Management System.  However it is not clear what Council expectations are for the timely implementation of PERT recommendations.
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