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SUBJECT

Proposed Ordinance 2023-0280 would approve the sale of county-owned real property, located at 36118 SE Fish Hatchery Road, that has been declared surplus.

SUMMARY

The proposed ordinance would approve the sale of real property that has been declared surplus.  The property was previously under the custodianship of the King County Water and Land Resources Division (WLRD); the division had planned to perform stream modifications to mitigate flooding.  The division determined it no longer needs the property, and instead wants to sell the property and reserve a drainage easement so that it can conduct modification work in coordination with the Washington State Department of Transportation.  The Facilities Management Division (FMD) thus conducted the codified surplus declaration analysis, resulting in the property at issue being declared surplus on November 14, 2022.  The county has subsequently entered into a purchase and sale agreement for the property, which accompanies this proposed ordinance.

BACKGROUND 

The King County Water and Land Resources Division (WLRD) purchased this property and the neighboring property to the east (parcel 132407-9084) in 2019 for the purpose of performing stream modifications and preventing sedimentation that has caused flooding along Mud Creek, which runs through the property.  In 2022, WLRD determined that, with the reservation of a drainage easement, the property is no longer needed to support King County operations.

All occupancy, vacancy, and leasing decisions regarding county-owned real property are under the purview of either the Facilities Management Division (FMD) or departmental custodians that make use of county-owned real property for county business and that submit annual reports to FMD regarding the statuses of the properties under their custodianships.  The reports include information as to whether a county-owned real property is surplus to the custodian's needs.  In the case where a custodian has indicated it no longer needs a property, FMD must conduct an analysis of whether that property can be declared surplus.  

King County Code (K.C.C.) 4.56 establishes requirements and guidelines for the disposition of county-owned real and personal property.  
· After a custodial agency deems a property surplus to its needs, FMD drafts a surplus property notice, which provides an opportunity for other departments to determine if the property could fulfill a need for (a) essential government services, (b) affordable housing, or (c) other government services, in that order of importance. 
· FMD sends the surplus notice to all department directors and King County Councilmembers with an interest form attached.
· The Housing, Homelessness, and Community Development Division (HHCDD) of the Department of Community & Human Services (DCHS) and FMD analyze all surplus properties for feasibility of affordable housing development. If the property is deemed suitable for affordable housing, HHCDD will submit an interest form. 
· If, after 30 days, no interest form is submitted, FMD drafts the declaration of surplus. Once a property is declared surplus, FMD can dispose of the property in a variety of ways consistent with KCC 4.56.100.

The custodian of the subject property, WLRD, indicated it no longer needed the property and FMD conducted the codified surplus declaration analysis, resulting in the property at issue being declared surplus on November 14, 2022.

ANALYSIS

The Property and Purchase and Sale Agreement (PSA).  According to the property summary transmitted along with the proposed ordinance, the property is comprised of a 4-bedroom residential home and two outbuildings situated on a 1.09-acre lot. The property is in unincorporated King County, council district three, just east of Fall City at 36118 SE Fish Hatchery Road, and is zoned RA-2.5 Rural Area, which allows one dwelling unit per 5 acres. The potential purchaser is Justin Etchells who intends to repair the property and live in the home his wife and three children.

Two appraisals of the property were conducted.  The first, conducted on December 15, 2022, by SOVA Consulting, estimated that the fair market value of the property was $875,000.  An updated appraisal was conducted on April 18, 2023, by Integra Realty Resources.  The company used the Sales Comparison Approach and compared four recent single family residential sales.  The comparison indicated the fair market value had decreased to $700,000.

The terms of the PSA can be summarized as follows:


Table 1. Summary of Terms of 
PSA 

	Category
	Terms

	
Council Approval Contingency

	
This contingency is satisfied if an ordinance passed by the Metropolitan King County Council approving the conveyance of the Property becomes effective within one hundred twenty (120) days of the Effective Date (“Council Approval Period”).  Seller may extend the Council Approval Period for up to an additional sixty (60) days.

According to the property summary, the ordinance must be effective by September 30, 2023.  However, King County has an optional 60-day extension, which would extend the deadline to November 29, 2023.


	
Effective Date

	
This Agreement shall be effective as of the date it has been executed by both Parties.


	Easement
	
King County shall retain an easement for storm drainage purposes. 

According to Executive staff, WLRD had bought the property with the intention of doing stream modifications. Additionally, WSDOT has been planning a major stream redesign upstream and the county is waiting to coordinate its efforts with WSDOT.


	
Purchase Price and Payment

	
$700,000.00


	Deposit
	
Within three (3) business days after the Effective Date, Buyer shall deliver to Stewart Title Company $15,000.00.


	Inspection
	
Within ten (10) days of the Effective Date, Buyer must conduct a physical inspection and made all investigations that Buyer deems necessary in connection with its purchase of the Property.  Buyer may terminate this Agreement by delivering written notice of termination to Seller within those ten (10) days.  Buyer will receive deposit back.


	Deed Type
	
Seller shall convey to Buyer the title to the Property by bargain and sale deed[footnoteRef:1] [1:  This type of deed offers no guarantees for the buyer against liens or other claims to the property.] 



	Closing Date
	
The Closing shall take place within fifteen (15) days following the removal of all the contingencies in Article 5 of this Agreement or such other date as may be mutually agreed upon by the Parties.




Consistency with County Code.  Under King County Code 4.56.070, FMD must work with DCHS to determine whether surplus property is suitable for affordable housing.  County code defines “suitable for affordable housing” to mean the parcel is located within the Urban Growth Area, zoned residential, and the housing development is compatible with the neighborhood.  Because this property is not located within the Urban Growth Area, FMD and DCHS determined it is not suitable for affordable housing.

County code further requires that sales of surplus property be approved by the King County Council.[footnoteRef:2]  Additionally, code requires that the county advertise the sale “in in a legal newspaper at least once a week for two consecutive weeks”[footnoteRef:3] and that the sale be done at public auction or sealed bid, unless: 1) the property is sold to a governmental agency; 2) the Executive has determined an emergency to exist; or the county council, by ordinance, has determined that unique circumstances make a negotiated direct sale in the best interests of the public; 3)  the property is traded for real property of similar value, or when county personal property is traded for personal property of similar value; or 4) FMD has determined that the county will receive a greater return on real property when it is listed and sold through a residential or commercial real estate listing service.[footnoteRef:4] [2:  K.C.C. 4.56.080  ]  [3:  K.C.C. 4.56.090]  [4:  K.C.C. 4.56.100] 


Consistency with County Policies.  The King County Strategic Plan[footnoteRef:5] sets out seven goals and objectives related to the county’s mission to provide “fiscally responsible, quality-driven local and regional services for healthy, safe, and vibrant communities.”  These goals and objectives include: [5:  Link] 


· Mobility - Deliver a safe, reliable, and seamless network of transportation options to get people and goods where they need to go, when they need to get there;
· Safety and Justice - Provide for a safe and just community through proactive law enforcement and an accessible and fair justice system, while implementing alternatives to divert people from the criminal justice system;
· Health & Human Services - Improve the health and well-being of all people in our community;
· Economic Vitality - Increase access to family wage job opportunities throughout the County;
· Accessible, Affordable Housing - Increase access to quality housing that is affordable to all;
· Healthy Environment - Preserve open space and rural character while addressing climate change; and
· Efficient, Accountable Regional and Local Government - Ensure that County government operates efficiently and effectively and is accountable to the public.

Executive staff state that the proposed sale furthers the goal of efficient, accountable regional and local government by relieving the county of assessments and liability associated with the unused property and providing one-time funds to support WLRD.  

Legal Analysis.  Council’s legal counsel has determined the purchase and sale agreement conforms to the county’s policies and has no concerns related to its terms.

Timing Concerns.  According to the property summary, the ordinance must be effective by September 30, 2023.  However, King County has an optional 60-day extension, which would extend the deadline to November 29, 2023.

INVITED

· Anthony Wright, Director, Facilities Management Division, DES

ATTACHMENTS

1. Proposed Ordinance 2023-0280
a. Attachment A.  Purchase and Sale Agreement
2. Transmittal Letter
3. Property Summary
4. Fiscal Note
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