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STAFF REPORT
SUBJECT:
An ordinance authorizing the sale of four parcels of county-owned tax title real property.
SUMMARY:  This ordinance would authorize the sale of four parcels of property owned by the county.  
· Parcel 1 is a 7,271 square foot alley way located in Northgate, on the west side of 8th Avenue NE and south of Northgate Way.  

· Parcel 2 is 8.26 acres of undeveloped property in Auburn on the east side of Lund Avenue, north of Super Mall Way and south of W. Main Street.  

· Parcel 3 is an 8.79 acre parcel of property in Algona located on the southwest corner of Ellingson Road and Pacific Avenue S.

· Parcel 4 is 1.11 acres located in unincorporated King County in a residential area on the east side of 24th Avenue S. north of Renton Avenue S.  

The county originally acquired these properties through foreclosure sales for delinquent real property taxes.  The Real Estate Services Section of the Facilities Management Division (FMD) was approached with offers for the four parcels.  The Executive is seeking authorization to sell three of the parcels by direct private negotiated sale and the fourth parcel through a public sale.
The anticipated revenue from the sales is as follows:

	Parcel 1
	$72,000

	Parcel 2
	180,000

	Parcel 3
	24,956

	Parcel 4
	__20,000

	TOTAL
	$296,956


Of the total revenue from the sales, approximately $70,000 in back taxes and $187,800 in additional tax revenue will be paid to the taxing districts.  The remaining $41,000 will reimburse the Real Estate Services for appraisals, administrative and holding costs relating to these properties. 
SELLING TAX TITLE PROPERTY:  State law provides that real property acquired by a county by foreclosure of delinquent taxes may be sold 

“by order of the county legislative authority of the county when in the judgment of the county legislation authority it is deemed in the best interest of the county to sell the real property.”  RCW 36.35.120
King County Code provides that the Facilities Management Division is authorized to sell tax title property in accordance with K.C.C. 4.56.100 (selling property surplus to the county’s needs).  Under Code, if the department identifies properties that are surplus to their needs, FMD is required to contact other county agencies to ascertain if the property may be used 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 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, FMD may determine that the best course of action is to sell the property.  All sales of real and personal property must be made to the highest responsible bidder at public auction or by sealed bid, with two exceptions.  The county can negotiate a direct sale of the property to another governmental agency or when the county council, by ordinance, has determined that unique circumstances make a negotiated direct sale in the best interests of the public.

King County Code 4.56.130 requires that on transactions with gross sales proceeds of $250,000 or greater that will accrue to the current expense fund, ten percent of the gross sale proceeds are to be deposited into the arts and cultural development fund.  Since the proceeds from the proposed sales are estimated to be less than $250,000, this section will likely not apply to them.
PROPERTIES TO BE SOLD:  

Parcel 1 is a 24-foot wide, 7,271 square foot alley way between six existing buildings on the west side of 8th Avenue NE, and south of Northgate Way.  The zoning for this property is “neighborhood commercial”.  The parcel contains a sewer easement and is currently being used to provide access to several businesses.  No county agency has expressed interest in the property and it is not suitable for affordable housing, both because of its size and its zoning designation.  

One of the owners of property adjacent to parcel 1, Wallace Properties, contacted the county to purchase the property as part of a major redevelopment project for Northgate Way and 8th Avenue NE.  An internal appraisal of the property resulted in an estimated value of $8.00 per square foot.  The executive negotiated with Wallace Properties (“proposed purchaser”) and now proposes to sell this parcel directly to the proposed purchaser for $10 per square foot, or a total of $72,000.  The parcel is assessed at $181,700, but FMD advises that the assessed value fails to take into consideration the encumbrances on the property.

The executive is seeking authorization to sell parcel 1 in a direct negotiated sale.  In order to sell parcel 1 directly to the proposed purchaser, there must be a finding by the council that a direct sale is in the best interests of the public.  At the last Capital Budget Committee meeting, the Committee deferred action to allow time for staff to fully identify the unique circumstances that warrant the direct negotiated sale.

During discussions with the Real Estate Section of FMD, the following unique circumstances were identified to warrant the direct negotiated sale of parcel 1:

· The property is very narrow and not suitable for building;
· The property is encumbered by sewer and utility easements;
· There is a sewer main that runs under the parcel with two manholes located on the parcel that can only be moved with great expense;
· The property is physically separated from other adjacent property by grade, fencing and jersey barriers;

· Up until 2002, the proposed purchaser held an easement over the property and was responsible for maintaining the property under a maintenance agreement with the county;
· The proposed purchaser has a Master Use Permit application in review by the city of Seattle to build 200 to 475 residential units or an all-retail development and parcel 1 would provide access to this development.
Also during staff-to-staff discussions, it was revealed that standard operating procedures with regard to selling tax title property were not followed in the case.  Specifically, owners of other surrounding adjacent parcels of property were not notified of the potential sale, the paperwork used for the sale consisted of forms that are usually used for public auctions, and the check provided by the proposed purchaser for the entire sales price for the property was cashed prior to approval of the sale by the Council.
These anomalies in this particular case have, for the most part, been rectified.  Surrounding property owners were notified of the pending sale and this committee hearing by phone and by letter.  Conversations with the proposed purchaser have made it clear that the sale is pending approval by the council.   
Parcel 2 is an 8.26 acres parcel located on the east side of Lund Avenue, north of Super Mall Way and south of W. Main Street in Auburn.  The parcel is zoned for manufacturing, but a general delineation study estimated the parcel to be about 90% wetland.  No county agency has expressed interest in the property and it is not suitable for affordable housing because of its manufacturing zoning and because the property is largely a wetland.  

The city of Auburn has expressed an interest in this property to provide drainage mitigation for privately held properties to the east that will be or are currently under development.  An internal appraisal estimated that market value of this property at $180,000.  The Executive’s proposal is to sell this property directly to the city of Auburn for $180,000.

Parcel 3 is 8.79 acres of undeveloped property located at the southwest corner of Ellingson Road and Pacific Avenue S in Algona.  The property is zoned “open space/critical area” and is located in a neighborhood with a mix of industrial, multi- and single -family residences.  The property is considered to be 100% wetlands and is listed on a wetland inventory map.  No county agency has expressed interest in the property and it is not suitable for affordable housing because of its open space zoning and because the property is largely a wetland.  

The city of Algona is interested in purchasing the property for a heron rookery and walking trails.  An internal appraisal of the property provided an estimated value of $135,000.  The Executive’s proposal is to sell the property directly to the city of Algona for the back taxes and administrative costs in the amount of $24,956.

Parcel 4 is 1.1 acres located in a residential area on the east side of 84th Avenue S. north of Renton Avenue S. in unincorporated King County.  The property is encumbered by an overhead transmission line and there are no sewers on the street where the property is located.  No county agency has expressed interest in the property and, while the parcel is zone residential, it would not likely make a suitable location for affordable housing because of the overhead transmission line and lack of sewers.  

An interested purchaser of the property made an offer to the county to purchase the property for $20,000.  Because the offer was made over a year ago by an investment group and not an owner of adjacent property, the Executive is proposing to offer the property for public auction or bid.

For the three parcels that the Executive proposes to sell directly, if the sales fail to be completed, the Executive may offer the land to the public by sealed bid, or take no action and continue to hold the properties.  

STRIKING AMENDMENT:  A striking amendment has been prepared to make technical corrections and to add the required finding by the Council that “unique circumstances” make a direct sale of Parcel 1 in the best interests of the public.  The ordinance as transmitted does not include the required finding.

REASONABLENESS:
Enactment of this ordinance, as amended, would appear to be a reasonable business and policy decision.  The Executive has identified purchasers that will buy the first three parcels.  If the sales on these three parcels fail to close, the Executive will be able to sell them at public sale.  
The sale of these properties would be in the best interests of the county because it would result in reimbursement of the county’s administrative expenses and would relieve the county of paying further assessments on the properties.  In addition, conditions of the first property support a finding of unique circumstances that would make a direct negotiated sale appropriate.  These conditions include the fact that the property is very narrow, there are sewer easements and utility easements, and there are sewer lines under the surface of the property that would make building on the parcel very difficult.
ATTACHMENTS:

1. Striking Amendment to Proposed Ordinance 2006-0177 
2. Proposed Ordinance 2006-0177 (with attachment)
3. Transmittal Letter dated April 12, 2006

4. Fiscal Note

INVITED:

Bob Cowan, Director, Office of Management and Budget

Bob Thompson, Program Manager, Inventory and Sales, Real Estate Services Section, FMD

Denise Hauck, Real Estate Services Section, FMD
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