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SUBJECT

Proposed Ordinance 2016-0397 would authorize the sale of surplus County-owned property to the City of Issaquah.

SUMMARY

Proposed Ordinance 2016-0397 would approve the sale of two surplus parcels to the City of Issaquah:  an 18.19-acre site that formerly housed King County Road Services Division’s Issaquah Maintenance Facility, and a 1.246-acre vacant site on Newport Way originally purchased as a potential site for a new Issaquah District Courthouse. The County declared the Maintenance Facility site (known as the “Issaquah Pit Property”) surplus in September 2014 and declared the Newport Way Property surplus in October 2015.

The proposed ordinance would authorize the Executive to convey the surplus property to the City of Issaquah in accordance with the terms of the Purchase and Sale Agreement ("PSA") entered into by the County and the City of Issaquah on June 30, 2016.  Under the PSA, the City of Issaquah has agreed to purchase the Issaquah Pit Property for $750,000 and the Newport Way Property for $185,000.

The Executive has requested approval of a revised PSA (Amendment 1) that reduces the sale price for the Issaquah Pit Property to $650,000 to reflect the estimated cost to the Buyer of removing contaminated soil.

BACKGROUND 

Issaquah Pit Property.  King County used this site as a maintenance facility for the Road Services Division until vacating the property in 2013 and consolidating operations at the Fall City maintenance location.  The Issaquah Pit Property is in unincorporated King County but is fully surrounded by the City of Issaquah. According to the appraisal, only 2.59 of the 18.19 acres are usable.  The balance is steeply sloped, wooded and within landslide and erosion hazard areas. Executive staff report that of the two level areas at the top of the slope, one lacks vehicular access and the other currently contains the maintenance facility structures. 

Newport Way Property.  King County purchased this property in 1986 for $307,664 as a potential site for a new Issaquah District Courthouse.  It is currently used primarily as an informal parking lot and as an illegal dump and provides Puget Sound Energy (PSE) access to a substation adjacent to the property.

According to Executive staff, the property is zoned as urban core by the City of Issaquah but it is not clear that it can be developed due to a PSE easement, access restrictions and Tibbets Creek and wetland buffers and setbacks.  Executive staff note that development would require relocation of the PSE easement and variances from the City of Issaquah for legal access and that the potential buildable footprint is probably no more than 1,400 square feet.

Purchase and Sale Agreement.  The final Purchase and Sale Agreement (PSA) reflects a negotiated direct sale between the County and the City of Issaquah[footnoteRef:1] for both properties and was signed by the City of Issaquah on June 30, 2016. [1:  Authorized under KCC 4.56.100.A.1] 

  
ANALYSIS

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:2]  In addition, if the value of surplus property exceeds $10,000[footnoteRef:3], Council approval of the sale is required.  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.   [2:  KCC 4.56.070.]  [3:  KCC 4.56.080.] 


FMD offered the Issaquah Pit Property to other county agencies on April 10, 2015, and received no interest. FMD found the property unsuitable for affordable housing on September 1, 2015.  The site is within the Urban Growth Area and a portion of the property is zoned residential, but according to Executive staff, that portion of the property is located within a sensitive area and is designated as both a slide and erosion zone, with slopes that can exceed 60%. FMD formally declared the property as surplus on September 2, 2015.

FMD offered the Newport Way Property to other county agencies on April 22, 2015 and received no interest.  FMD found the property unsuitable for affordable housing.  According to Executive staff, the easements, buffers and setbacks reduce the buildable area to a size that could not support affordable housing. FMD declared the property surplus on October 23, 2015. 



Property Appraisal

The Issaquah Pit Property was valued at $750,000 by an appraiser on May 16, 2016, consisting of $620,000 for the land and $130,000 for the improvements.  The Newport Way Property was valued at $185,000 by an appraiser on March 2, 2016, consisting of buildable value of $156,000 and non-buildable value at $29,000.

Sale Proceeds and Other Financial Considerations

As shown on the Fiscal Note (Attachment 4), the sale of these properties was expected to provide one-time revenue of $935,000 to the Roads Services Division.  However, as noted earlier in the staff report, the Executive and the City of Issaquah have agreed to a reduction in the sale price for the Issaquah Pit Property, bringing the total one-time revenue from the sale of both properties to $835,000.  Of that amount, $75,000 would be disbursed to Real Estate Services and the remaining $760,000 would accrue to the Roads Fund.[footnoteRef:4]  Note that sale of these properties would also provide an annual operating savings of approximately $18,748 in avoided fees and utility charges.  [4:  A revised fiscal note is provided in Attachment 5.] 


Condition of Property

Under the terms of the PSA, the Buyer specifically waived its right to receive a seller disclosure statement about the condition of the property and has agreed to the purchase of the property “as is, where is” subject to waiver or satisfaction of the Buyer’s contingencies in Article 5 of the PSA.  

Contingencies and Conditions Precedent to Sale

The Buyer is granted a 60-day due diligence period in which to confirm that the condition of the Property for the Buyer’s contemplated use meets with its approval.  During that period, the Buyer can perform any tests, inspections, studies, surveys or appraisals deemed necessary by the Buyer and obtain a Phase 1 or Phase II Environmental Assessment on the Property.

AMENDMENT

Following the City of Issaquah’s execution of the Purchase and Sale Agreement, the City conducted Phase I and Phase II environmental site assessments that revealed limited soil contamination on the Issaquah Pit property.  Subsequent negotiations between the parties led to an agreement to reduce the purchase price of the Issaquah Pit property by $100,000, from $750,000 to $650,000.  Amendment 1, which has been reviewed by Council’s legal counsel, would attach the revised Purchase and Sale Agreement to the Proposed Ordinance as well as modify the proposed ordinance to reflect 1) the revised purchase price and 2) the Buyer’s waiver of the due diligence contingency, having already conducted the Phase I and Phase II environmental site assessments.  The revised fiscal note is attached to this staff report (Attachment 5), as is the revised property summary (Attachment 6).

ATTACHMENTS

1. Proposed Ordinance 2016-0397 (and its attachments)
2. Amendment 1 (and its attachments)
3. Transmittal Letter
4. Fiscal Note
5. Revised Fiscal Note
6. Revised Property Summary

INVITED

1. Tony Wright, Director, Facilities Management Division
2. Brenda Bauer, Director, Road Services Division
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