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STAFF REPORT
SUBJECT:
AN ORDINANCE authorizing the sale of a county owned tax title property, located in Council District 9.  
SUMMARY:

The executive is requesting council authorization to sell a parcel of tax title property that was acquired in October, 1915 due to foreclosure for non-payment of property taxes.  The property is located in unincorporated King County in the left “arm” of Council District 9.  The site is south of Renton and east of Kent.  As a reference, the parcel is south and west of Petrovitsky Road near Panther Lake.  
Tax title properties are not “owned” by the county but are held in trust until the property is sold.  However, the property is considered “surplus” to the county’s needs at the time of foreclosure and is subject to the county's surplus process prior to sale.  If a sale of the property is accomplished, taxing jurisdictions are reimbursed from the sale proceeds at the current year's levy rate.  The executive is requesting that the property be sold to a landowner adjacent to the property through a negotiated sale.  
BACKGROUND:

King County owns over 3,500 properties that represent the full range of land and buildings that support county functions, including the Courthouse, Administration Building, the Regional Justice Center, downtown office space, transit, natural resource and park lands, health centers and court sites throughout the county.  State law and the King County Code regulate how the county acquires, maintains and sells its real estate for the public’s benefit.   
Among these county owned properties are lands that have been foreclosed upon and acquired for failure to pay back taxes called tax title property.  The county currently manages 666 tax title properties, not including those associated with coal and mineral rights.  If the property is not sold at a foreclosure sale, it is then deeded to the county under that status of tax title.  The taxes are “stayed” and the lands are held in trust until the taxing jurisdictions can be reimbursed.  The Facilities Management Division (FMD) is authorized in K.C.C. 4.44.010 to conduct sales of all county tax title property.  Council approval is required for sales of surplus tax titled real properties valued in excess of ten thousand dollars (K.C.C. 4.56.080).  
In addition, King County Code 4.56 establishes a procedure for disposal of county owned properties that are no longer needed to enhance county operations and are considered “surplus to the county’s needs”.  Although tax title properties are not county owned, they are reviewed as surplus properties prior to a negotiated sale to ensure that they can not be used for another purpose.  It should be noted however that most tax title properties do not have development potential because of irregular sizes and unusual shapes.  
Surplus Process

Each year, county departments report to FMD on the status of all real property under their custodianship.  The departments review their holdings and determine whether properties should be retained or if they are surplus to their needs.  If a department identifies properties as surplus, FMD is required to “shop” the property to all other county agencies.  If no other agency expresses an interest in the property to use in the provision of essential services, FMD is then required to determine if the property is suitable for use for affordable housing.
To be suitable for affordable housing, the property must be within the Urban Growth Area and be zoned residential.  Any affordable housing development proposed for the site would have to be compatible with the neighborhood.  
If no other department or agency expresses a need for a particular property and the property does not meet the affordable housing guidelines, FMD is then empowered to declare the property as surplus.  Once the property is declared surplus, FMD is required to review other possible uses of the property before it is offered for sale.  These other uses include:

· Exchange for other privately or publicly owned land that would meet a county need;

· Lease with restrictive covenants;

· Use by other governmental agencies;

· Retention by the County if in a floodplain or slide hazard area; and,

· Use by nonprofit entities for public purposes.

If the property is not appropriate for or cannot meet one of the uses above, the Executive may decide that the best course of action is to sell the property.  
ANALYSIS:

Property Description:  

The land is located in Council District 9 in an unincorporated King County area that is south of Renton and east of Kent.  Attachment A to Proposed Ordinance 2005-0105 provides the legal description of the property.  

This parcel is a 15-foot wide strip, approximately 1,286 feet long, totaling 19,290 square feet of land.  Although the land is not suitable for actual development, the strip will enhance the adjacent property that is scheduled for development.  Attachment 4 to this staff report is a map that indicates the strip of land, which is covered with brush and trees and includes wetlands that run across the land in two locations.  These wetland areas have been identified by the developer’s consultant and will be factored into the developer’s plat with appropriate restrictions and buffers as determined by the Department of Development and Environmental Services (DDES).  
The King County Roads Division was consulted and determined that a right-of-way should line up and be continuous with adjoining areas.  Per FMD, the dedication of the right-of-way had no effect on the value of the parcel to the developer.  Consequently, a 150 square foot portion of the north end of the parcel and a 225 square foot portion on the south end of the parcel have been dedicated as right-of-way, leaving a total saleable area of 18,915 square feet.  
Negotiated Sale of the Property:
King County Code 4.56.080 requires council approval by ordinance prior to the disposal of property that has been declared surplus in accordance with the process and procedures discussed earlier in the report.  Tax title properties by their nature are considered surplus at the time the county becomes trustee of the land.  Therefore, the property is considered for use by other departments, for use as affordable housing, and other criteria prior to negotiated sale.
King County Code 4.56.100 further provides for the sale of real and personal property.  Generally, all sales are to be to the highest responsible bidder at public auction or by sealed bid.  However, there are exceptions if unique circumstances exist which would make a negotiated sale in the best interest of the public.  The sale of this particular parcel was considered a unique circumstance and the executive chose to engage in a negotiated sale to the adjacent landowner.  
This is not unusual as a large number of tax title properties - due to varying size and shape - do not have stand alone development potential.  When undergoing a negotiated sale, the property is appraised by county to determine an estimated value and potential purchasers are contacted.  Because of the configuration of this parcel and its proximity to a new development, FMD negotiated a sale of the land to Vila Real LLC in the amount of $33,000.  Vila Real is a proposed 128-lot subdivision on the adjacent property being developed by Yarrow Bay Development, Inc.  The agreed upon amount was established by King County’s Real Estate Services appraisal.  
Per the Executive’s transmittal letter, the $33,000 sales amount can only be realized by a sale to Vila Real.  By itself the property is worth substantially less.  The 2005 assessed value of the property is $1,000.  (Attachment 5 is the Assessment Report showing the property value.)  Based on the assessed square footage values of the adjacent property, which is developable and has similar zoning (residential), the property would be worth $13,997.  
Disbursal of Revenue from Land Sale
King County acts as the county treasurer for many jurisdictions within the county by performing billing and collection of real and personal property taxes, gambling taxes, and local improvement district assessments.  As with all tax title properties, the property is held in trust by the county on behalf of the taxing jurisdictions until the property is sold.  (Taxes are “stayed” as of the date of the original foreclosure and do not accumulate.)  

When the property is sold, certain administrative, appraisal, and maintenance costs will be reimbursed to Real Estate Services prior to disbursement to the taxing jurisdictions.  Reimbursement of these costs is to alleviate any burden shouldered by taxpayers for property oversight by the county.  Taxing districts that will be reimbursed include: 
· Kent School District 415

· State school levy

· King County

· Unincorporated Roads
· Port of Seattle

· Fire District 37

· Rural Library District

· Emergency Medical Services

· Hospital District 1

Per R.C.W. 36.35.110, the proceeds from the sales of tax title properties is apportioned to the various funds existing at the date of the sale to taxing districts, including the county, based on the current year’s levy rate as determined by the Assessor in the annual tax certification process.  It is anticipated that about 13 percent of the sale proceeds will return to King County.  (As a reminder, taxing jurisdictions can include state and local taxes, as well as school, water, sewer, and hospital districts.)  
REASONABLENESS:

Real Estate Services has maintained the parcel and has met the conditions for surplus and sale of the property as set forth in K.C.C.  This strip of land has been held in trust by the county for 90 years.  The sale of this property will return it to the tax rolls, thus becoming a taxable property and generating revenue for the taxing jurisdictions which levy upon the property.  Authorization to complete the negotiated sale to the adjacent landowner would constitute a reasonable business and policy decision.  
INVITED:
· Steve Call, Director Office of Management and Budget
· Kathy Brown, Director, Facilities Management Division
· Bob Thompson, Real Estate Services, FMD

· Phil Sanders, Treasury Division, Department of Executive Services
ATTACHMENTS:

1. Proposed Ordinance 2005-0105

2. Transmittal letter, dated March 8

3. Fiscal note

4. Map of the property

5. Assessment Report
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