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King County




Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	4 and 5
	Name:
	Lise Kaye, John Resha

	Proposed No.:
	2014-0332                      2014-0333
	Date:
	September 16, 2014

	Invited:
	Anthony Wright, Director of Functional Integration, Executive's Office
Brenda Bauer, Director, Road Services Division


SUBJECT

Proposed Ordinance 2014-0332 authorizes the sale of 35 acres of the County-owned 156 acres (collectively referred to as "Summit Pit") located within the City of Maple Valley pursuant to the terms of a Purchase and Sale Agreement ("PSA") between the County and Tahoma School District No. 409. An unexecuted copy of the PSA is attached to the Proposed Ordinance.
Proposed Ordinance 2014-0333 provides a supplemental appropriation in the amount of $523,000 to support costs associated with the move of Road Service Division operations from Summit Pit to the Diamond maintenance shop, west of the City of Black Diamond.
SUMMARY

The County's efforts to sell some or all of the Summit Pit property in what is now the City of Maple Valley date back to 2001.  The property has served as one of the Road Services Division's largest maintenance operations site since 1953, but it is now surrounded by residential development and was annexed by the City of Maple Valley in 2013.  The Road Services Division is moving off site in fall 2014 and has declared the property surplus. Previous efforts to sell the entire 156-acre property, including provision for affordable housing, have been unsuccessful (see Background and Attachment 4 for Legislative history). However, in 2013 the Tahoma School District expressed interest in purchasing 35 acres of the property (shown in Figure 1 below) for construction of a new high school. 

Proposed Ordinance 2014-0332 will authorize the property sale pursuant to the Purchase and Sale Agreement between the County and the Tahoma School District, and Proposed Ordinance 2014-0333 provides supplemental appropriation necessary to complete the transaction.  
Figure 1.  Aerial Photo of 35-Acre Parcel within Summit Pit  
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BACKGROUND

The County purchased what is now the 156-acre Summit Pit site in 1953 and has since been using a portion of the parcel as a major headquarters for roads maintenance operations serving southeastern King County. The facility includes gravel mining and road waste processing/recycling.  Executive staff have reported that facilities at Summit Pit are at the end of their life-cycle and major infrastructure improvements would be required if the County were to stay at Summit Pit.  According to Executive staff, making this level of investment may not be reasonable because Summit Pit's operations are incompatible with Maple Valley's increasing urban residential development.  
In February 2013, the Tahoma School District submitted a letter of interest to the Executive for the 35 acres in the Northeast quadrant of the Summit Pit site.  Subsequent negotiations produced agreement on a Purchase and Sale Agreement with the Tahoma School District. Attachment 10 is a letter of support for the sale from Tahoma School District Superintendent Rob Morrow. 
In anticipation of selling the full site (consisting of the 35-acre parcel and the remaining 121-acre parcel), the Road Services Division will relocate its maintenance operations in fall 2014 to the Diamond maintenance shop, west of the City of Black Diamond. Executive staff continues to work with the City of Maple Valley on how the City intends to regulate the development of the Summit Pit property, as directed by Ordinance 17660. Attachment 4 summarizes the legislative history and major milestones associated with selling the site. 
ANALYSIS 
Terms of Sale 
· Section 2.1. Purchase price:   The negotiated price of $9 million reflects uncertainly with respect to current and future zoning.  Current City of Maple Valley zoning is Master Planned Community, which does not allow for school construction, but the City expects to have updated its Comprehensive Plan by June 2015.  Payment is due in full upon closing. 

· Section 1.1 Exhibit B and 3.1 Exhibit C. Easements: The purchase price includes an approximately 48,814 square foot utility easement for Bonneville Power Administration transmission lines (see West Access and Utility Easement in Exhibit B to the Real Estate Purchase and Sale Agreement). The Tahoma School District is also purchasing separately at closing an approximately 11,212 square foot easement outside of the Summit Pit property for $14,000 (owned by the Department of Natural Resources and Parks) for access across the Green-to-Cedar Rivers Trail corridor (Exhibit C to the Real Estate Purchase and Sale Agreement).  
· Section 3.2. Facility Relocation: The Tahoma School district is paying the County $150,000 for relocation of its mining extraction operations and accelerated moving costs. No provision exists in the event of relocation issues. 
· Section 3.4. Golf Course Lease: The County is liable for removal of golf course personal property if the golf course owner fails to remove it from the West Easement Area in a timely matter.
· Section 4.1.11. Environmental Representations: The County makes no environmental representations or warranties pertaining to the operations or activities of the Elk Run Golf course.  Section 4.1.11 (d) specifically excludes  the Elk Run property from the County’s indemnification of the School district of claims arising from the  release of hazardous materials arising out of the County’s  activities or storage of equipment and materials on the rest of the Property.
· Section 6.1. Due Diligence Inspection and Feasibility: The School District has a 60 day Due Diligence Period from the date the Agreement is executed by both parties, within which time they can terminate the agreement if the property's condition does not meet with the School District's approval.
· Section 12.2.1. Remedy for Buyer's Breach of Contract:  The deposit amount of $225,000 is the County's sole remedy if the School District defaults on the purchase.

Relocation of Summit Pit Road Maintenance Functions

With ongoing development pressure and a shrinking service area, the Division will shift most of the Summit Pit maintenance functions to the Diamond maintenance shop, just west of Black Diamond. However, Summit Pit is one of the few sites that processes "fill" or street-related waste material.  The street waste is a by-product of sweeping and catch basin cleaning performed by Roads throughout the year.  A new partnership between the Road Services Division and the Solid Waste Division will transport the waste material directly to the Cedar Hills landfill for use as “daily cover”.  Executive staff estimates this will save the Road Services Division $80,000 per year and reduce the volume of cover material purchased by Solid Waste.
Revenue from Anticipated Sale of Summit Pit 

As noted above, the sale price for this parcel is $9 million, plus $150,000 for moving costs and $14,000 for a trail easement.  Revenue from this sale will primarily go to repay the Road Services Division's interfund loan balance issued for development expenses associated with a replacement maintenance facility, priority capital projects, and sale-related costs, including the leasehold buyout of the Elk Run Golf Course (see Table 1).  Executive staff anticipate retiring the remaining approximately $102,000 of the interfund loan in the upcoming 2015/16 budget proposal.  
Table 1.  Capital Projects & Planning Costs Expended in Anticipation of Summit Pit Sale

	Capital Projects and Planning Expenditures

	 
	Relocation Planning
	$3,951,829

	 
	Sale-Related Costs
	$4,165,545

	 
	Priority Investments
	$5,294,512

	  
	Total Costs
	 $13,411,886

	Interfund Repayment
	-$8,537,250

	Roads Revenue
	-$4,772,998

	Remaining Loan Balance
	$101,638


Other expenses to be paid from the sale revenue include $455,750 in moving costs, to be appropriated via companion Ordinance 2014-0333. (The Ordinance contains a technical error showing those costs as $523,000; staff prepared a striking amendment correcting this figure to $455,750.) Additional expenses include $117,000 in real estate services costs and $40,000 for project management costs provided by the Facilities Management Division (see Table 2 below).  Trail easement funds must be used to acquire replacement property of equal recreational value, so the $14,000 from this transaction will be combined with other funds to purchase a suitable parcel or easement. These funds are not appropriated through Ordinance 2014-0333. 
Table 2. Expenditures from Summit Pit Parcel Sale to Tahoma School District 

	Moving Costs:  Summit to Diamond*
	$455,750 

	Retire Interfund Loan (partial)**
	$8,537,250 

	Real Estate Services
	$117,000 

	Project Management
	$40,000 

	 Trail Acquisition or Easement (TBD)***
	 $14,000

	 Total
	$9,164,000 


* 
To be appropriated via Ordinance 2014-0333

**  
Unpaid balance of interfund loan is $101,638

*** 
Not appropriated via Ordinance 2014-0333
Subsequent to the failure of the Summit Pit sale to Summit Place 156, LLC, the Road Services Division has continued to pay interest on the interfund loan, essentially running an internal budget deficit, with the expectation that the eventual sale of the Summit Pit property will resolve its indebtedness.  During the 2012-2013 budget process, Council passed Motion 13595 approving financial policies and practices for the Road Services Division, the following which seeks to  "prevent premature reliance on property sale revenue and minimize revenue shortfalls, as well as to align one-time revenues with one-time expenditures:"
Section VII.  Real Estate Transactions in Financial Planning.  "RSD will routinely identify property surplus to its needs to sell as one-time revenues suitable for one-time costs.  The projected one-time revenue will be allocated to one-time costs such as the establishment and restoration of operating fund reserve/undesignated fund balance targets, one-time operating costs, and capital projects other than road overlay projects or other routine high-priority asset maintenance projects.  Revenues from a real estate transaction in a given financial period will not be programmed or expended against until the next biennium.  In no case will revenue from a proposed real estate transaction be appropriated prior to the close of the sale, and the County receiving the sale proceeds (emphasis added)."

Legal Review

Legal review identified a number of technical changes and corrections to the Executive's transmitted Purchase and Sale Agreement.  Staff has worked with legal counsel to prepare a draft striking amendment to incorporate these modifications.

Reasonableness 
The proposed sale will allow the Road Services Division to pay off the interfund loan incurred largely in anticipation of the 2008 sale of the complete Summit Pit site. It will also allow the Tahoma School District to construct a new high school to meet growing demand.  If Councilmembers are comfortable with the terms of sale, adoption would be a reasonable business decision.
AMENDMENTS

2014-0332. Striking Amendment S1 

Striking Amendment 1 provides for a revised Purchase and Sale Agreement reflecting technical changes recommended by Council's legal counsel, with concurrence from the Prosecuting Attorney's Office and counsel for the Buyer. Council's legal counsel has identified several technical clarifications to the ordinance, including: 
1) An expanded statement of facts to provide additional detail; 
2) Establishing County Council determination of the terms and conditions for sale of the subject property to be adequate and providing a severability clause; and 
3) Replacement of Attachment A (real estate purchase and sale agreement) with a new agreement prepared jointly by Council’s legal counsel and the Prosecutor’s office in consultation with the buyer’s legal representative, including the following modifications: 

· Recital A. Identifies tax parcel number; 
· Section 2.3. Changes “Escrow Holder” to “Escrow Agent” and deletes reference to a specific escrow company; 
· Section 6.1.3. Replaces "Due Diligence Materials" with “Due Diligence Insurance” 
· Section 10.3. Establishes Title Company as irrevocably committed to issue an owners‘ extended coverage policy of title insurance;

· Section 11.4 Directs Buyer to deliver funds to Escrow Agent rather than Seller

· Multiple sections. Replaces references to document date with “Effective Date;” 
· Exhibits:  Inserts Exhibits B and C.
These changes have been found acceptable by the Executive, Prosecuting Attorney's

Office and legal counsel for the Tahoma School District. 
2014-0332. Title Amendment T1
The Title amendment amends the title to clarify the method of disposition of the surplus property.
2014-0333.  Striking Amendment S1

Striking Amendment S1 corrects a technical error in the supplemental appropriation amount to support costs associated with the move of Road Services Division operations from Summit Pit to the Diamond maintenance shop.  The amount should be $455,750, not $523,000.
ATTACHMENTS 

1. 2014-0332. Striking Amendment S1, with Attachment A
2. 2014-0332. Title Amendment T1

3. 2014-0333. Striking Amendment S1, with Attachment A
4. Summit Pit Legislative History and Major Milestones

5. Transmittal Letter
6. Property Summary
7. Fiscal Note
8. Proposed Ordinance 2014-0332, with Attachment A
9. Proposed Ordinance 2014-0333, with Attachment A
10.    Letter to Budget and Fiscal Management Committee Members from Tahoma     School District Superintendent Rob Morrow, dated September 12, 2014
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