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Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Item:
	11
	Name:
	Greg Doss

	Proposed No.:
	2015-0430
	Date:
	December 9, 2015




SUBJECT

The proposed ordinance would authorize the sale of surplus County-owned property in the unincorporated area located at 18219 140th Ave. S.E., Renton.  

SUMMARY

Proposed Ordinance 2015-0430 would approve the sale of a surplus 30,672 square foot parcel in the Southeast Renton area, located within Council District 9.  The property was purchased by the Roads Services Division (RSD) in 2001 for $240,000 for right-of-way purposes, a drainage easement and to serve as a temporary field office during the road widening project along 140th Ave S.E.  

In 2009, the RSD moved its temporary field office to Star Lake in Kent.  RSD staff determined that it had no ongoing need for the property and had it declared surplus in February of 2011.  In July 2012, the County entered into a Purchase and Sale Agreement (PSA) with prospective buyers Buyagawan/Porter for a purchase price of $133,500.  However, the County was not able to execute the agreement because the adjacent landowner (Hartwig) asserted an adverse possession title claim.  The sale was further delayed when a fire set in January 2015 destroyed the sole improvement to the property, a 2-bed, 2-bath, 1,780 square foot house.  

These issues were recently resolved when the prospective buyers assigned all rights to the PSA to the adjacent property landowner (Hartwig), who intends to purchase the property and is honoring the negotiated purchase price of $133,500.  This purchase price exceeds the most recent appraisal of $95,000, which was conducted in March and reflects the new, unimproved status of the property.  

BACKGROUND 

18219 140th Ave S.E. is located west of Lake Youngs in the central part of the Cascade-Fairwood neighborhood of unincorporated King County and is within the Urban Growth Boundary (UGB).  The property was formerly improved as a single family residence.


The 30,672 square foot parcel of surplus property was purchased by the RSD in 2001 for $240,000 for right-of-way purposes, a drainage easement and to serve as a temporary field office during the road widening project along 140th Ave S.E.  The project was completed in 2006, but the RSD continued to use the house as a field office until 2009 when it moved the facility to Star Lake in Kent. A portion of the site will continue to serve as a drainage pond for the runoff from 140th Ave. 

The property was declared surplus to County needs in February 2011.   In March of 2011, an appraisal performed by Real Estate Services (RES) staff, established the market value at $160,000.  In February 2012, the property was listed for sale with the Northwest Multiple Listing Service (NWMLS) as a 2 bedroom, 2 ½ bath house of 1,780 square feet on a 30,672 square foot lot for $160,000.  On July 13, 2012, the County entered into a PSA with prospective buyers Buyagawan/Porter for a purchase price of $138,000.  Eventually, this price was negotiated down to $133,500 to reflect a failed retaining wall on the premises. RES staff performed a second appraisal on July 17, 2012, assigning a value of $135,000, which supported the purchase price.

Subsequent to the signing of the PSA, an adjacent property owner (Hartwig) asserted adverse title claims with respect to the County parcel.  The claim asserted ownership by adverse possession of a portion of the boundary lying between the County lot and the Hartwig lot and a prescriptive easement right by Hartwig to use the driveway on the County lot. The sale was put on hold pending review of these claims.

On January 25, 2015 a fire broke out at the property that was determined to have been caused by arson.  The King County Sheriff’s Office Fire Investigation Unit is investigating the fire; but no suspects have been arrested at this point.  Due to the poor condition of the structure and the high insurance deductible, no insurance claim was filed.  The house was demolished soon thereafter.  A subsequent appraisal was performed in March 2015 by RES and a new, unimproved value of the property was established at $95,000.    

Revised Purchase and Sale Agreement:

The prospective buyers have assigned their interest in the PSA to Hartwig and have agreed to waive any title claims against the County stemming from the adverse possession and prescriptive easement issues raised by Hartwig.  Toward this end, a new PSA between the County and Buyagawan/Porter was entered into on July 30, 2015 which supersedes the 2012 PSA.  The new PSA reflects the current, unimproved status of the property, includes comprehensive updates to the previous PSA, and provides for the prospective buyer’s to waive any title claims.  The purchase price for the property under the new PSA remains at $133,500.  This amount exceeds an updated appraisal that assigns a value of $95,000.  

ANALYSIS

The RSD has indicated that the property is no longer needed to support the Department or other King County operations and that retaining the property would result in additional liability as well as opportunity costs.  Although, the PSA will allow the Department to retain a drainage easement for the pond that collects runoff from 140th Ave.  The County will also retain some of the property for right-of-way purposes related to the expansion of the road.

Procedure for Declaring County Property as Surplus:

Under King County Code, the Facilities Management Division (FMD) is authorized to sell County property that has been declared surplus to the County's needs, but only after following the procedure outlined in the King County Code.[footnoteRef:1]  In addition, if the value of surplus property exceeds $10,000[footnoteRef:2], Council approval of the sale is required.   [1:  KCC 4.56.070.]  [2:  KCC 4.56.080.] 


Prior to declaring County property as surplus, King County Code requires FMD to determine whether other County departments have a need for the property, whether the parcel is suitable for affordable housing, and whether there are other possible uses for the property.  In 2010, FMD notified all County departments of its intention to declare the property as surplus, and FMD reports that no County department expressed an interest in the property at that time and no other possible uses were identified.  In addition, the property was recently re-reviewed by Regional Housing and Community Development staff and found to be unnecessary for affordable housing purposes.  Staff notes that they are exploring options for siting affordable housing on the four parcels to the North of this property. 

Property Appraisal:

The property was most recently appraised by RES in March of 2015 for $95,000.  As noted in the background, the appraisal in 2012 at $135,000 reflected the improved status of the property: a 2 bedroom, 2 ½ bath house of 1,780 square feet. The most recent appraisal value of $95,000 takes into consideration the fact that the house has been demolished and the property’s status has been changed to non-improved.  Under the terms of the PSA, the prospective buyer has offered $133,500 for the surplus property, $38,500 more than the appraisal value.

Sale Proceeds and Other Financial Considerations:

If approved by the Council, the sale proceeds will be disbursed first to RES for work associated with the sale of the surplus property.  Any remaining funds will be returned to the Roads Fund as the property was originally purchased with Roads Fund monies and any proceeds from the sale are required to be returned to that fund.  According to the fiscal note, $30,171 will go to RES for appraisal work, marketing, closing, signage and property prep. This figure includes all of the costs incurred by RES since 2010 in connection with the sale of this surplus property.  The remaining $103,329 will be returned to the Roads Fund.

In addition to the proceeds that would accrue to the RSD, sale of the surplus property would also have other financial benefits for the County.  First, the sale of the property to a non-governmental entity, as is the case with the prospective buyers, will return the property to the County's property tax rolls.  The RES estimate for those taxes is $1,345 on an annual basis.


Buyer’s Waiver of Title Defects:

As is noted above, the prospective buyers of the property have acknowledged in the revised PSA that the owners of the adjacent property have asserted adverse possession and prescriptive easement access rights with respect to the property.  The PSA releases the County from any potential claims or demands with regard to the title.  The prospective buyers have also acknowledged the County’s retention of a drainage easement (see map Attachment 1) and a right-of-way easement for County road purposes.

Council’s Legal Counsel has reviewed the Purchase and Sale Agreements and raised no issues. 

Contingencies:

The central contingency relates to Council approval of the sale.  Under the terms of the PSA, sale of the property is contingent upon Council approval of the sale within 120 days of July 30, 2015 (the effective date of the PSA), or Nov 27, 2015. 

The PSA allows the County to extend the Council approval requirement for one period of 60 days. FMD has indicated that all the parties understand that the extension has been executed and that the sale of the property is now contingent upon Council approval by January 26, 2016.  


ATTACHMENTS

1. Proposed Ordinance 2015-0430 (and its attachment)
2. Transmittal Letter
3. Fiscal Note
4. Property Summary and map
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INVITED

1. Elissa Benson, Facilities Management Division
2. Steve Rizika, Real Property Agent, Real Estate Services Section
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