The Honorable Larry Phillips

August 9, 2006

Page 2

August 9, 2006
The Honorable Larry Phillips

Chair, King County Council

Room 1200 

C O U R T H O U S E

Dear Councilmember Phillips:

Enclosed for the County Council’s consideration is a proposed ordinance authorizing the sale of one undeveloped, King County-owned parcel of land located in the city of Renton, in Council District Five.  I strongly urge your expeditious review and approval of this legislation as the purchase and sale agreement for this property stipulates that the closing will occur by September 29, 2006.
Summary
The Seattle-King County Department of Public Health (DPH) is the custodian of an undeveloped parcel of 2.63 acres located at 4500 Talbot Road South in Renton.  This property is zoned “commercial office public,” and sits on the east side of the road, south of South 45th Place.  The Facilities Management Division (FMD), acting on behalf of the DPH, is seeking council approval to sell this parcel.  

King County acquired the property for $400,000 by statutory warranty deed in 1989 as a site suitable for a health clinic facility.  Although the DPH planned to build a medical clinic at this location, development and construction did not occur for the following reasons:  1) plans for partnering services with Valley Medical Center did not materialize; 2) traffic congestion, lack of parking and rising costs of development became a substantial barrier; and 3) the demographics in the locale have dramatically changed, with the need for public health services shifting to locations further south in King County.  
As a result, the DPH has concluded that the property is no longer proximate to high risk populations needing services, as it now lies within an economically stable section of the ccity of Renton.  Additionally, the property is too small to develop an economically feasible public health site, as the DPH recognizes that costs of establishing and/or maintaining small, satellite facilities contributes to financial challenges.  The DPH has therefore declared the property surplus to its needs.  
In anticipation of this sale, the FMD’s Real Estate Services Section appraised the property for an estimated market value of $916,500 in July of 2005.  Notices were circulated to other county departments and to various cities, water, sewer, fire and school districts regarding the county’s plan to surplus and sell the property.  No agencies other than Valley Medical Center responded that they were interested in acquiring the property.  A sale was discussed with the Valley Medical Center, but no definitive, written agreement was ever reached.  In March of 2006, Valley Medical Center declined to submit a formal offer.  
Pursuant to King County Code 4.56.100, the Facilities Management Division (FMD) declared the property surplus to the county’s present and foreseeable needs.  FMD has also determined that the property does not meet the criteria for affordable housing, as its zoning does not allow residential development.

Pursuant to King County Code 4.56.100, the FMD decided to formally market the property, determining that the county would receive a greater return if it were listed and sold through a commercial real estate listing service.  After several competitive offers were received simultaneously, a purchase and sale agreement with the highest offer (Michael & Carol Lovy and Dale & Helene Behar) was executed for $1,250,000. 

Benefits of the Sale  

King County’s purchase price for this property was $400,000 in 1989.  In 2006, should this sale be approved by council, the sales price will be $1,250,000, representing an $850,000 gain over 18 years.  No improvements were done at the property, so minus closing costs, this represents a net gain of approximately $47,000 annually since the date of purchase.
The FMD is recommending that a greater benefit can be derived from private use of this property rather than from county development of the property.  As the property lies within an active commercial district, it is anticipated that development by the private sector will enhance commerce and use the land to its highest and best potential.

Alternatives
Alternatives to selling the property include either: 1) holding the property as financial investment property with no development for public benefit; or 2) developing the property for some other public purpose or benefit.  As stated above, the DPH is focusing its provision of health services to populations located further south from this site.  There are no other agencies that have identified uses for the property.  As such, I have concluded that the greater financial benefit is derived from the sale of this parcel rather than the continued holding of the property and I urge you to approve this purchase and sales agreement.
Conclusion

Pursuant to King County Code 4.56.100, the King County Council must approve the sale of county real property.  Pursuant to King County Code 4.56.100, the FMD has determined that the county will receive a greater return on the property by listing and sale through a commercial real estate listing service.  Current market conditions warranted pursuit of this sale for the public benefit of attaining the greatest economic gain possible through a commercial listing.  This sale is contingent upon council approval with a closing date of September 29, 2006. 
Enclosed is the proposed ordinance with exhibits and a copy of King County’s Purchase and Sale Agreement with the buyers.  Thank you for your consideration of this request.  Please contact Kathy Brown, Director, Facilities Management Division, at 206-296-0631, if you have any questions.
Sincerely,

Ron Sims
King County Executive
Enclosures

cc: 
King County Councilmembers



ATTN:  Ross Baker, Chief of Staff

  Shelley Sutton, Policy Staff Director

  Rebecha Cusack, Legislative Committee Director, BFM Committees 


  Anne Noris, Clerk of the Council 

Bob Cowan, Director, Office of Management and Budget

Sid Bender, Capital Budget Supervisor, Office of Management and Budget

Paul Tanaka, County Administrative Office, Department of Executive Services (DES)

Kathy Brown, Director, Facilities Management Division, DES
Dorothy Teeter, Interim Director, Seattle-King County Department of Public Health 

Greg Kipp, Chief Administrative Officer, Department of Public Health
