[image: image1.png]u

King County




Metropolitan King County Council

Budget and Fiscal Management Committee

	Agenda Item No.:
	9
	
	Date:
	July 6, 2011

	Proposed No.:
	2011-0237
	
	Prepared By:
	Amy Tsai


STAFF REPORT
SUBJECT:  
An ordinance authorizing the sale of a surplus, unimproved, residential parcel located in the North Bend area of unincorporated King County within Council District 3.
SUMMARY:
Proposed Ordinance 2011-0237 would approve the sale of a surplus 3.74 acre parcel in the North Bend area, located within Council District 3.  The residential property was appraised at $45,000 and listed for sale with the Northwest Multiple Listing Service (MLS).  A cash bid of $45,000 was accepted by the Facilities Management Division.  If approved, Proposed Ordinance 2011-0237 would authorize the Executive to execute a purchase and sale agreement to convey and deliver the property to the identified buyer.
BACKGROUND:
On May 17, 2011, the Executive transmitted an ordinance that would approve the sale of an unimproved 3.74 acre surplus property located southeast of the City of North Bend in Council District 3.  The Facilities Management Division (FMD) appraised the property at $45,000, and the proposed buyer has offered $45,000 in cash.  
The Roads Services Division ("Roads") is the custodian of the residential parcel.  Roads purchased this property as a replacement area for vegetation destroyed during the 2003 reconstruction of the Edgewick Bridge crossing the South Fork of the Snoqualmie River.  In addition to the project permit requirements for vegetation planting, the parcel was used for other aspects of the $6.1 million Edgewick Bridge project.  It provided needed right-of-way along Edgewick Road as well as space for the western retaining wall of the bridge. It also provided stream and wetland mitigation.  As an area adjacent to the bridge project, the area was also used for staging and lay-down of construction equipment and large steel spans and trusses required for the new bridge.  The property was purchased in 2003 for $128,990.

The bridge project, including the planting of the required vegetation easement, was completed in 2006.  Roads determined the parcel to be surplus to its needs subject to reservation of an easement for planting and restoration.  In the proposed sale, Roads will reserve a 31,688 square foot easement for planting and restoration.  

Pursuant to K.C.C. 4.56.070.C.1, FMD circulated surplus notices to King County agencies and none expressed interest.  FMD determined that the property was not suitable for affordable housing and declared the property surplus on December 1, 2010.
Pursuant to K.C.C. 4.56.100.A.4, FMD listed the property for sale through the Northwest Multiple Listing Service.  The property was listed for about two weeks.  An all-cash offer for forty-five thousand dollars was made by Pacific Aquaculture, Inc., a fish hatchery that resides due south of the parcel.  There were no other offers received on the property at that time or subsequently.  The Pacific Aquaculture offer was accepted by FMD and requires Council approval.
ANALYSIS:

Property Must be Declared Surplus Property

The Facilities Management Division (FMD) is authorized to conduct sales of county property (KCC 4.56.060(A)). King County Code Chapter 4.56 establishes a procedure for disposal of county-owned properties that are considered surplus to the county’s needs (KCC 4.56.020(A)).  Council approval is required for sales of surplus properties valued in excess of ten thousand dollars (K.C.C. 4.56.080).  

The surplus property requirements include a determination of whether other county departments have a need for the property, whether the parcel is suitable for affordable housing, or whether there are other possible uses.  On December 1, 2010, the North Bend property was formally declared surplus by FMD in accordance with King County Code 4.56.070.
Property Appraisal

The property was appraised by Real Estate Services (RES) in September 2010 for $45,000, listed by the Multiple Listing Services (MLS) at the full appraised value, and is proposed for sale to a cash buyer for $45,000.  
The property was appraised at $240,000 by the King County Department of Assessments in 2010.  Because of the large discrepancy between the Assessor's appraised value and Real Estate Services' appraisal, Council staff gave this issue greater scrutiny.  In short, RES explained that the reason for the discrepancy is because they determined that the best use of the property was for recreational use and that the property is unsuitable for development.  The Assessor concurs that $45,000 is within the range of likely values for that property if it is unbuildable, depending on the overall utility.
In allocating appraisal resources, the Assessor considers whether the property is tax-generating.  Because this property is owned by King County and therefore does not generate property tax income, the Assessor’s office would not have devoted an extensive amount of investigation to valuing the property.  Therefore, it is likely that the Real Estate Services appraisal, which was conducted by a certified appraiser, was more in-depth and could result in a different buildability conclusion and therefore different valuation.  The County Assessor determines fair market value by analyzing recent sales of comparable properties in the same area.  The Assessor’s appraisal process includes modeling likely impacts in the neighborhood, including things like floodplain, channel migration, easements and other environmental impacts, traffic nuisance, steepness of land, etc.  

The property is zoned RA-5, which would normally allow the development of one residence per five acres.  In reaching their final appraisal value, RES consulted with King County’s Department of Development and Environmental Services (DDES) and the Department of Public Health.  RES concluded based on required setbacks from flowing water, wells, and sensitive areas, a traditional septic disposal system and drainfield would not fit on the site. Additional factors hampering development were the existence of critical areas of floodway, seismic, erosion, and wetlands that impact various areas of the parcel, as well as the 31,688 square foot easement for planting and restoration being reserved by the county (see Attachment 4, map of parcel with setbacks).
According to RES staff, development potential is usually the most significant valuation factor for properties.  Development factors include location, access, view, and availability to water and sanitary systems.  RES also relies upon comparable properties that include similar development factors to establish a valuation for the county’s properties.  

RES compared the property to five recreational lots located adjacent to the Snoqualmie River with similar development setback requirements in reaching its appraised value of $45,000.  

Based on the information provided by RES regarding their appraisal investigation process and their consultation with DDES and Public Health, their conclusion regarding the value of the property appears reasonable.

Easement
The 31,688 square foot easement that Roads needs for its mitigation purposes is generally identified but not legally defined in the Purchase and Sale Agreement.  However, the full legal description of the easement was sent to the proposed buyer on April 1, 2011, so the proposed buyer is aware of the location of the easement (see Attachment 5, legal description and map of easement).  The Prosecuting Attorney's Office stated that the lack of a legal description of the easement in the signed Purchase and Sale Agreement does not pose a problem for the legal validity and enforceability of the agreement.  The deed will be amended to include the legal description prior to closing.
Sale Proceeds

If approved by the Council, sale proceeds will be disbursed to Real Estate Services for work associated with the property sales and to the Roads Fund as custodian of the properties.  The properties were originally purchased with Roads Fund monies and any proceeds from the sale are required to be returned to the fund.  According to the fiscal note, $10,719 will go to Real Estate Services for appraisal work, review, and sale oversight.  The remaining $34,281 will be returned to the Roads fund.  
Timeline

The purchase and sale agreement between King County and the buyer was initiated in March 2011.  The legislation and documents were transmitted by the Executive on May 17, 2011 and were introduced and referred on June 13, 2011.  The Purchase and Sale Agreement (PSA) states that the agreement is contingent upon Council approval.  The PSA allows either party to terminate the agreement without default if Council approval is not obtained by December 31, 2011.  

REASONABLENESS:
Approval of Proposed Ordinance 2011-0237 would enable FMD to move forward with the sale of the property.  Because the real estate is surplus to the county’s needs and will be purchased by a qualified cash buyer, the sale of the property appears to constitute a reasonable business and policy decision.
INVITED:

· Kathy Brown, Director, FMD

· Steve Salyer, Manager, Real Estate Services, FMD

· Harold McNelly, Real Property Agent Supervisor, Real Estate Services, FMD

· John Ely, Appraiser, Real Estate Services, FMD

· Dwight Dively, Director, OMB

ATTACHMENTS:

1. Proposed Ordinance 2011-0237, including Attachment A, purchase and sale agreement

2. Transmittal Letter dated 5/16/11, including Parcel View maps
3. Fiscal Note

4. Parcel map with setbacks

5. Legal description and map of easement
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