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On Feb. 2, 2010, the Budget and Fiscal Management Committee heard this item, passed a title amendment and striking amendment that made technical corrections to dollars and legal citations, and passed it out of Committee with a Do Pass Substitute recommendation for the Consent Agenda.
SUBJECT:  AN ORDINANCE authorizing the sale of a county-owned tax title property located in Council District 5.

SUMMARY:  This proposed ordinance would authorize the Executive to sell to the Port of Seattle an L-shaped, unimproved, county-owned parcel south of SeaTac International Airport that the county holds as tax title property. The property was appraised at and would be sold for $38,000.  
BACKGROUND:

“Tax title” property is any tract of land acquired by the county due to lack of other bidders at a tax foreclosure sale.  The taxes are “stayed” and the lands are held in trust for the taxing jurisdictions, who are reimbursed from the proceeds if the land is sold.  RCW 36.35.110 states,
the proceeds of any sale of any property acquired by the county by tax deed shall be justly apportioned to the various funds existing at the date of the sale, in the territory in which such property is located, according to the tax levies of the year last in process of collection.
Description of Property

The property proposed for sale is an L-shaped property with a total area of 9,930 square feet (0.23 acres).  Each side of the “L” is 30 feet wide and a paved road overlaps the outside edge of the “L.”  The non-road portion is unimproved land.
The parcel lies within a formerly residential area owned and fenced by the Port of Seattle south of the SeaTac airport.  The surrounding properties were purchased by the Port of Seattle under the Federal Aviation Administration’s Noise Remedy Program.  
The county received the L-shaped property as tax title in 1962, about 48 years ago.  It remains unused and generates no rental income.  The Executive states that due to the irregular shape and road easement, the property would only have limited storage opportunities.  The Port’s plan for the area is to turn it into the Des Moines Creek Business Park. 
The Port of Seattle and King County’s Real Estate Services each conducted an appraisal of the property.  Both arrived at an appraised value of close to $38,000 based on the value of surrounding land.
Requirements for Disposition of Tax Title Properties
Sale Must Be in Best Interest of County

State law allows the county to sell tax title properties when the county legislative authority deems it to be in the best interest of the county (RCW 36.35.120; see also KCC 4.56.020 allowing tax title property to be sold when in the best interests of the county, taxing districts and people thereof).
Property Can Be Sold Without Public Bid in Certain Circumstances
The county can sell the property via private negotiation as long as it sells the property for not less than the principal amount of the unpaid taxes and if one of four conditions are met, including 1) sale to governmental agency for public purposes, 2) when it is not practical to build on the property, 3) when the property has an assessed value of less than $500 and is sold to an adjoining landowner, or 4) when there is a public auction with no acceptable bids (RCW 36.35.150; see also KCC 4.56.100(A)(1) allowing property to be sold without public bid when sold to a governmental agency).
Surplus Property
The Facilities Management Division (FMD) is authorized to conduct sales of all county tax title property (KCC 4.44.010, KCC 4.56.060(A)). King County Code Chapter 4.56 establishes a procedure for disposal of county-owned properties that are no longer needed to enhance county operations and are considered surplus to the county’s needs (KCC 4.56.020(A)).  Council approval is required for sales of surplus properties valued in excess of ten thousand dollars (K.C.C. 4.56.080).  

The surplus property requirements include a determination of whether other county departments have a need for the property, whether the parcel is suitable for affordable housing, or whether there are other possible uses.

ANALYSIS:
Best Interest of County
The L-shaped property is generating no revenue and its irregular shape is not well suited for any purpose.  If sold to the Port, it could be combined with the Port’s surrounding lands for a planned business park.  Therefore the Council has good reason to declare the sale to be in the best interests of the county.

Of the $38,000 sale price, approximately $900 would go towards closing costs.  The county would receive $7,535 to reimburse Real Estate Services for transaction and administrative costs.  The county code provides authority for the county to deduct certain costs and selling fees (K.C.C. 4.56.130).  Under RCW 36.35.110, proceeds are justly distributed amongst the taxing districts that levied against the property.
No Public Bid

The sale meets the legal criteria of RCW 36.35.150 for not going out to public bid.  Under RCW 36.35.150, two of the permissible reasons for not going out to bid include “(1) When the sale is to any governmental agency and for public purposes” or “(2) when the county legislative authority determines that it is not practical to build on the property due to the physical characteristics of the property or legal restrictions on construction activities on the property.”  In this case, the property likely meets either the first or second reason.  The property is being sold to the Port which is a governmental agency (although whether a business park is a public purpose is a legal question that would require further analysis). In keeping with the second option for not going out to public bid, it is not practical to build on the property due to its irregular shape.
RCW 36.35.150 also requires that the sale price not be for less than the principal amount of unpaid taxes. Executive staff affirm this requirement is met.
The sale also meets the requirement of KCC 4.56.100, which allows property to be sold without public auction or sealed bid when the property is sold to a governmental agency (in this case the Port).
Surplus Property

After discussing this matter with the Prosecutor's Office, we understand that there is some ambiguity as to whether tax title property must be declared surplus.  However, because there is language in Chapter 4.56, K.C.C. indicating that tax title property must generally be sold in the same manner as other county property, it probably makes sense to follow the surplus procedures for this property.  As a result FMD has officially declared the property as surplus.  
The property appears to meet the county code requirements for declaring a property surplus. Its irregular size makes it of little value to any county department or any other possible uses.  It cannot be used for affordable housing; the irregular shape would not be amenable to housing, and it has been rezoned to Business Park and therefore cannot have residential housing.
Summary
The sale price appears fair, being consistent with two separate appraisals and reflecting the price of surrounding lands.  The property is not being used for anything and is not generating any revenue.  Combining this odd-shaped property with the surrounding Port lands would make it usable.  
REASONABLENESS:
The L-shaped property has been held in trust by the county for 48 years and has remained unused and unimproved during that time.  Selling the property to the Port of Seattle for a business park development would maximize its use and value.  Authorization to complete the sale would constitute a reasonable business and policy decision.  
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