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COMMITTEE ACTION

	
Proposed Substitute Ordinance 2024-0238.2, which would authorize the Executive to convey the property at 18005 107th Ave SW, Vashon, WA to Friends of Mukai, a Washington nonprofit, for the preservation of the Mukai Fruit Barreling Plant, passed out of committee on September 11, 2024, with a “Do Pass” recommendation. The Proposed Ordinance was amended in committee with Amendment 1. Amendment 1 revised the Statement of Facts section to provide additional context for the project and revised the Findings section to specify the rationale for a determination of unique circumstances for the direct negotiated sale.





SUBJECT

[bookmark: _Hlk173412931]Proposed Ordinance 2024-0238 would authorize the Executive to convey the property at 18005 107th Ave SW, Vashon, WA to Friends of Mukai, a Washington nonprofit, for the preservation of the Mukai Fruit Barreling Plant, a designated King County landmark, consistent with the Purchase and Sale Agreement (PSA) included as Attachment A.

SUMMARY

Proposed Ordinance 2024-0238 would authorize the Executive to convey the surplus property at 18005 107th Ave SW, Vashon, WA to Friends of Mukai for a purchase price of $0. The property, also known as the Mukai Fruit Barreling Plant, is one of two parcels that comprise the Mukai Agricultural Complex. The property was acquired by King County in 2017 for the purposes of preservation. It is listed in the National Register of Historic Places and is a designated King County Landmark. The Property Summary provided by Executive staff notes that the Fruit Barreling Plant, built in 1926 with the adjacent Mukai House and Garden, tells the story of Japanese American settlement and farming in the early 20th Century and the effects of World War II and internment on the Japanese American Community. 

The Executive is proposing a negotiated direct sale with the buyer citing authority under King County Code (K.C.C.) 4.56.100.A.2, which provides that the Council, by ordinance, may determine that unique circumstances make such a sale in the best interests of the public. The buyer, Friends of Mukai, is a Washington nonprofit corporation dedicated to the preservation of the Mukai Agricultural Complex. Friends of Mukai already owns the neighboring parcel in the Mukai Agricultural Complex and has been working to reunite the parcels for many years. The buyer also has occupied the Fruit Barreling Plant under a use agreement since November 2018. The buyer’s intent is to reunite both parcels for preservation purposes and to ultimately rehabilitate the currently vacant warehouse building on the Barreling Plant parcel to open it to the public as an interpretive center and local food hub. 

The proposed Purchase and Sale Agreement was executed by the parties on or before March 29, 2024, and is subject to Council approval. The PSA includes provisions that should Friends of Mukai fail to continue to preserve and operate the Barreling Plant in accordance with the historic preservation covenant, the title of the property will revert to King County. 


BACKGROUND 

Property History.  The property located at 18005 107th Ave SW, Vashon, WA is approximately 2.05 acres, zoned RA-5, and is located in Council District 8. The property is referred to as the "Fruit Barreling Plant" in this staff report. The Property Summary, included as Attachment 5, includes pictures of the Fruit Barreling Plant warehouse and a map with the property's location on Vashon. 
	
The Mukai Agricultural Complex was designated a King County Landmark in 1993, and a National Register of Historic Places in 1994. The complex includes the Mukai House and Garden and the adjacent Fruit Barreling Plant. Built in 1926 by the Mukai family, the complex tells the story of Japanese American settlement and farming in the early 20th Century and the effects of World War II and internment on the Japanese American community.[footnoteRef:1] According to HistoryLink, Mukai’s strawberry farm and processing plant became the first in the nation to experiment with freezing berries for long-distance shipment nationwide and overseas.[footnoteRef:2] This property was the only remaining agricultural property in the State of Washington owned by Japanese Americans prior to and during internment. All of the other Japanese American owned agricultural properties were lost due to the internment of the Japanese American community. The Mukai Agricultural Complex survived as a result of the family’s resources, which allowed them to maintain the property during their absence. Eventually the Mukai family sold the property to other private entities. [1:  Executive Order 9066 was a presidential executive order signed and issued during World War II by President Franklin D. Roosevelt on February 19, 1942. This order authorized the Secretary of War to prescribe certain areas as military zones, clearing the way for the incarceration of Japanese Americans to concentration camps.]  [2:  “Masahiro Mukai,” HistoryLink website: http://www.historylink.org/File/3736.] 


In 2000, Island Landmarks, a nonprofit organization, purchased the Mukai House and Garden for historic preservation purposes with the support of $500,000 of public funds from King County, the National Park Service, and the State of Washington. According to Executive staff, King County’s contribution was approximately $100,000. Former board members of Island Landmarks failed to preserve the property and make it accessible to the public. This resulted in a lengthy, litigious process between former and current board members of Island Landmarks over the Mukai House and Garden property. Board members of Island Landmarks under the new name of “Friends of Mukai” were granted legal control to own and operate the House and Garden in 2016. Since then, Friends of Mukai has been restoring and preserving the House and Garden and has also opened it to the public. 

2017 Purchase.  In 2017, King County acquired the Fruit Barreling Plant property from Zellerhoff Construction in order to preserve the property. The purchase price of $435,000 was funded through a mix of moneys including a grant from the Washington State Department of Archaeology and Historic Preservation, a contribution from Friends of Mukai, and the proceeds from a King County sale of surplus property on Vashon Island to Zellerhoff Construction.[footnoteRef:3]  [3:  Ordinance 18525 authorized the sale of the surplus property (Link)] 


According to the Property Summary for the Fruit Barreling Plant, the intent behind the 2017 purchase was for Friends of Mukai to occupy and rehabilitate the property. Friends of Mukai has occupied the Fruit Barreling Plant under a use agreement since November 2018. The Fruit Barreling Plant property includes the 6,400 square foot warehouse built in 1926 and a 435 square foot office building from 1946. According to the Property Summary, the warehouse is vacant and unoccupiable. 

ANALYSIS

Proposed Ordinance 2024-0238 would authorize the Executive to convey the property at 18005 107th Ave SW, Vashon, WA to Friends of Mukai, a Washington nonprofit, for the preservation of the Mukai Fruit Barreling Plant, a designated King County landmark, consistent with the Purchase and Sale Agreement (PSA) included as Attachment A.

The requirements related to the sale of surplus properties that are outlined in King County Code Section 4.56, as well as the status of these requirements for the Fruit Barreling Plant property, are analyzed in Table 1 below. 

Table 1. Surplus Property Sale Requirements

	#
	Requirement
	K.C.C. Reference
	Outcome/Status

	1.
	Division Surplus Notification  
	4.56.070
	Department of Natural Resources
and Parks (DNRP) submitted a notice of surplus to Facilities Management Division (FMD) on October 27, 2022.


	2.
	FMD Offer of Property to other County Agencies
	4.56.070
	FMD offered the property to other County agencies in November 2022 and received no interest.


	3.
	Property Evaluated for Affordable Housing
	4.56.070.C.1
	The property was evaluated for affordable housing. However, the property is outside the Urban Growth Area and has a landmark designation which prevents the building improvements from being demolished. Therefore, the property is not suitable for affordable housing.  


	4.
	Final Surplus Declaration
	4.56.070
	FMD declared the property surplus on January 5, 2023.


	5.
	FMD Appraisal 
	N/A
	According to the Property Summary, the property was appraised on March 14, 2023 by Kidder Mathews. Because the building improvements cannot be demolished due to the historic designation, the estimated fair market value of the property is $0. 


	6.
	Public Notification of Sale  

	4.56.090
	Under K.C.C. 4.56.100.A.2, public notification is not required. 


	7.
	Bid Process

	4.56.100
	Sales of real property are exempt from being sold to the highest responsible bidder at public auction or by sealed bid under certain circumstances described in County Code. The proposed ordinance would authorize the Executive to convey the Fruit Barreling Plant property through a negotiated direct sale and has cited the exception under K.C.C 4.56.100.A.2 to justify a negotiated direct sale. K.C.C. 4.56.100.A.2 states that the Council may find that unique circumstances exist making a direct transfer in the best interest of the public. 

The goal of the direct transfer, as identified in the Property Summary, would support the historic preservation of the property and allow Friends of Mukai to continue preserving the property while pursuing funding for the rehabilitation and restoration of the warehouse building.


	8.
	Purchase and Sale Agreement
	N/A
	The PSA was executed by all parties on or before March 29, 2024.


	9.
	Council Approval 
	4.56.080
	As the value of the surplus property being conveyed does not exceed $100,000, Council approval of the sale under K.C.C. 4.56.080 is not technically required. However, the Council must determine that unique circumstances exist for a direct sale through an ordinance. Additionally, the PSA includes a provision that the agreement is subject to approval by ordinance by the Council and this contingency is satisfied if an ordinance approving the conveyance of the property becomes effective within 120 days of the effective date of March 29, 2024. The County may unilaterally extend the Council approval period one time for an additional ninety days. 


	10.
	Disposition of Sale Proceeds
	4.56.130
	This transaction is a no cost transfer to Friends of Mukai, so no proceeds will be dispersed to a county agency.




Summary of Key PSA Terms.  Table 2 provides a high-level summary of key terms in each section of the PSA.

Table 2. Summary of Key PSA Terms

	PSA Section
	Summary of Key Terms
	Beginning Page in PSA

	Article 1.
Purchase and Transfer of Assets
	King County shall convey to Friends of Mukai on the closing date and Friends of Mukai shall accept from King County the following assets and properties:
· The property at 18005 107th Ave SW, Vashon WA, including the right, title and interest of the property, improvements and structures located on the property, tangible personal property and easements and other rights on the property except for ownership of a 30-foot strip for road purposes and non-exclusive rights to existing easements for King County programs and projects. 

The property must be preserved and operated in accordance with the historic preservation covenant. If Friends of Mukai fail to do so after proper notification, the property would revert to King County. 

The property must also be used for open space purposes because of the parks levy funding used to acquire the property. 

Friends of Mukai will provide a preservation and interpretation plan for the property to DNRP and FMD by July 2025 that covers through 2034. Friends of Mukai will also deliver an annual report through 2034 detailing how it preserved the property and provided public access to the history of the property and the broader Japanese American experience. 

	p. 3

	Article 2. 
Purchase Price
	Establishes a purchase price of $0 under the conditions that Friends of Mukai will maintain the property for the benefit of the public and will accept and comply with the preservation covenant and any other obligation in the agreement.

	p. 7

	Article 3. Representations and Warranties of the Parties and Condition of the Property

	Outlines terms for representations and warranties of the seller and buyers, seller disclosure statement and disclaimer of the condition of the property, buyer acceptance of the condition of the property, indemnification clause and a risk of loss statement.

	p. 7

	Article 4. 
Title Matters

	Outlines terms related to the title, title insurance, and restrictive covenants. 
	p. 11

	Article 5.
Contingencies
	Outlines that Friends of Mukai has occupied the property since November 2018 and therefore has satisfied the due diligence inspection requirement.

States that the PSA is subject to approval by the King County Council.

	p. 12

	Article 6. 
Covenants of Seller Pending Closing

	Outlines terms for seller in assuring the representations and warranties, and all covenants.
	p. 12

	Article 7.
Covenants of Buyer Pending Closing

	Outlines terms for buyer in assuring the representations and warranties, and all covenants.
	p. 13

	Article 8.
Conditions Precedent to Buyer's Obligations

	Outlines the obligations of buyers to close on the closing date.
	p. 13

	Article 9. 
Conditions Precedent to Seller's Obligations

	Outlines the obligations of the seller to close on the closing date.
	p. 13

	Article 10. 
Closing
	The closing shall occur within 15 days of removal of all contingencies in Article 5 and satisfaction of all conditions in Articles 8 & 9.

Outlines that King County shall pay one half of the escrow fee charged by the escrow agent.

Lays out all documents that shall be delivered by King County and Friends of Mukai at closing.
	p. 15

	Article 11.
Miscellaneous Provisions
	Outlines terms related to nonmerger, default and attorneys' fees, computation of time, notice delivery, severability, and other miscellaneous provisions.

Lays out the exhibits to the PSA.

	p. 15

	Signature Pages
	PSA was executed by all parties on or before March 29, 2024.

	p. 19

	Exhibit A
	Legal Description 

	p. 21

	Exhibit B
	Deed of Right and Covenant to Use Land for Historic Preservation Purposes
	p. 22[footnoteRef:4] [4:  Although the title page for Exhibit B is on page 22 of the PDF document, the Deed of Right and Covenant to Use Land for Historic Preservation Purposes begins on page 34 of the PDF. ] 


	Exhibit C
	Quitclaim Deed

	p. 23

	Exhibit D
	Bill of Sale and Assignment

	p. 31

	Exhibit E
	Seller’s Certification of Non-Foreign Status

	p. 33



Rationale for transaction.  The Property Summary notes that the Fruit Barreling Plant was acquired in 2017 with the intention of a long-term use agreement with Friends of Mukai. However, both Friends of Mukai and the Department of Natural Resources and Parks have determined that the property is now better suited for ownership by Friends of Mukai so that the nonprofit can take the lead in fundraising to rehabilitate and open the warehouse for public use. The organization’s ultimate intent is to rehabilitate the currently vacant warehouse building on the Barreling Plant parcel to open it to the public as an interpretive center and local food hub. That project has an estimated cost of $2.5 million. 

Direct Negotiated Sale.  Under the County Code, real property shall be sold to the highest responsible bidder at public auction or by sealed bid except under certain circumstances. These circumstances include the Council determining that unique circumstances make a direct negotiated sale in the best interests of the public.[footnoteRef:5]  According to the proposed ordinance language, "Unique circumstances are present because the buyer […] is the owner of the second parcel of the Mukai Agricultural Complex and currently occupies the Fruit Barreling Plant under a use agreement with King County. Buyer has worked closely with the county for over ten years to secure and reunite both parcels […]. Through this acquisition, buyer will provide access, interpretive exhibits, educational programming, and cultural events highlighting the history of the property, the Mukai family, and the broader Japanese American experience." This description appears to meet the exemption requirements required by the Code as transmitted. Adoption of the proposed ordinance would serve as the Council's determination that unique circumstances make a negotiated direct sale in the best interests of the public under K.C.C. 4.56.100.A.2. [5:  K.C.C. 4.56.100.A.2] 


Covenants and Title Reversion. Article 1 of the PSA contains two covenants for the property by which Friends of Mukai must abide. First, Friends of Mukai must continue to preserve the property and make it accessible for the benefit of the public in accordance with the Covenant to Use Land for Historic Purposes. Second, Friends of Mukai acknowledges that because the property was purchased in part with funding from the Parks Levy[footnoteRef:6], the Fruit Barreling Plant cannot be converted from open space purposes without providing equivalent property to King County. In the event Friends of Mukai fails to maintain the historic preservation of the property, the title would revert to King County without a lawsuit or court judgement. This reversionary interest in the title terminates on July 9, 2034.  [6:  Parks Levy authorized by Ordinance 18890 (Link)] 


Plans and Annual Reports.  Article 1 of the PSA also requires that Friends of Mukai delivers to DNRP by July 1, 2025, a written preservation and interpretation plan for the property that covers the timespan from 2024 through 2034. The PSA also directs Friends of Mukai to deliver an annual report by July 1 of each year from 2025 through 2034 that details how the organization has advanced preservation and provided public access to the property. The annual report will include updates on fundraising, construction activity, interpretive exhibits, educational programming, and any cultural events held at the property. 

Appraisal.  The Fruit Barreling Plant property appraisal was prepared by Kidder Mathews on March 14, 2023. The appraisal factor utilized was a Highest Best Use analysis determined by comparable sales, with comparable sales adjusted per specific site characteristics. The appraisal concluded that because the existing buildings cannot be demolished due to their historic designation, the estimated fair market value for the property was $0.
[bookmark: _Hlk82422041]
Purchase Price and Financial Considerations.  Article 2 of the PSA establishes the purchase price of $0, which aligns with the estimated fair market value. The purchase price also reflects Friends of Mukai’s commitment to maintain the historic property for public benefit. Section 10.2.2 in the PSA states that the County will pay the cost of half of the escrow fee and Friends of Mukai will pay the remaining half. The fiscal note estimates this cost to the County at $1,407. 

Council Approval Requirement and Timing.  The transmitted PSA includes a provision that the PSA is subject to approval by the Council ("Council Approval Contingency") and this contingency would be satisfied if an ordinance becomes effective within 120 days of the effective date of the PSA. The provision also provides that the Seller may unilaterally extend the Council approval period one time for a period up to an additional 90 days. Beyond the first unilateral extension, both parties may extend the approval period by mutual agreement in writing. If the Council Approval Contingency is not satisfied within the Council approval period, the agreement shall terminate.

The PSA was executed on March 29, 2024.  The 120-day window for Council approval contingency expired on July 27, 2024.[footnoteRef:7] The unilateral extension of 90 days for the Council approval contingency will expire on October 25, 2024. [7:  Proposed Ordinance 2024-0238 was transmitted to Council on July 29, 2024.] 


Outside of the timing considerations in the PSA, Friends of Mukai has indicated to Executive and Council staff that it is applying for State grants to help support the rehabilitation of the Fruit Barreling Plant. On grant applications, Friends of Mukai indicate that while a process is underway for transfer of the property to the organization, it is not currently the owner. Because of concern for potential impacts on grant applications, Friends of Mukai has expressed eagerness to complete the transaction in September. Executive staff have provided letters to grant programs verifying the process is underway and believe that completing the process by October 25th should not jeopardize any funding opportunities. 

Legal Review.  Council’s legal counsel has completed review of the proposed ordinance and the Purchase and Sale Agreement.

AMENDMENT

Council staff has drafted Striking Amendment S1 that would make the following changes:

· Adds to and revises the Statement of Facts to provide additional context for the project
· Revises the Findings section to specify the rationale for a determination of unique circumstances
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