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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	7
	Name:
	Sam Porter

	Proposed No.:
	2017-0334
	Date:
	September 27, 2017




SUBJECT

Proposed Ordinance 2017-0334 would authorize the sale of surplus property located in Renton, Washington.

SUMMARY

Proposed Ordinance 2017-0334 would approve the sale of a surplus 4.73 acres of land located within Council District 9.  The parcel was used by Public Health – Seattle & King County (PHSKC) as the southeast public health clinic until 2014 when PHSKC moved out of the building in 2014 and into a leased space in the neighboring Renton Technical College (RTC). The lease agreement between PHSKC and RTC included a Right of First Offer Agreement for RTC to purchase the parcel upon Council approval. This property was declared surplus by PHSKC upon their vacation of the property in 2014.

The proposed ordinance would authorize the Executive to convey the surplus property to the Washington State Board for Community and Technical Colleges for use by neighboring Renton Technical College for a purchase price of $2,200,000. The College plans to level the existing building and use the property to build a state-of-the-art Health Sciences building. This building is part of a larger effort to develop a medical education center in partnership with local hospitals and medical providers to co-locate classroom training, clinical rotations, and serve the community.

BACKGROUND 

Originally part of the Renton Gravel Pit, the land was acquired in 1951. In 1967 it transferred from Road District #2 to the Seattle-King County Health Department for use as the southeast district health center. An 8,631 square foot wood, single-story medical office building was constructed on the site in 1967 and is now at or beyond its functional life and considered obsolete. Public Health moved out of the building in 2014 and into 8,939 square feet of leased space in the neighboring Renton Technical College (RTC) after completing $1.98 million in tenant improvements. A Right of First Offer Agreement was included in section 34 of the lease agreement between PHSKC and RTC and Exhibit E of Ordinance 17517 approving that lease. This agreement stipulates that if the property is declared surplus RTC would have right of first offer to purchase it upon approval of Council. 

The sale process for county surplus properties and the distribution of their proceeds is governed by Section 4.56 of the King County Code. Section 4.56.060 authorizes the Facilities Management Division (FMD) to conduct sales of all county surplus properties. The purchase and sale agreement reserves a utility easement benefitting the new King County DNRP parcel located directly to the south of the sale parcel.

ANALYSIS

All surplus property sales need to abide by the requirements outlined in King County Code Section 4.56. The table below provides the requirements, the reference to King County Code, and the outcome or status of each requirement. The requirements are listed chronologically since each requirement is dependent on the outcome of another requirement (i.e. FMD surplus declaration must happen after FMD offers the parcel to other County agencies).

	Surplus Property Sale Requirements


	No.
	Requirement
	KCC Reference
	Outcome/Status

	1
	FMD appraisal of parcel
	n/a
	The property was appraised on June 15, 2016 by McKee Appraisal, an independent commercial appraisal company, and was assigned a value of $2,200,000. 


	2
	Public Health surplus declaration
	4.56.070   
	Public Health declared the parcel a surplus to its needs on September 19, 2014.


	3
	FMD offer of parcel to other County agencies
	4.56.070  
	FMD offered the property to other County agencies on December 19, 2012 and received no interest. However, the purchase and sale agreement reserves a utility easement benefiting the (new) King County DNRP parcel (parcel #1434000012) located directly to the south of the sale parcel.


	4
	Determine if property is suitable for affordable housing
	4.56.070.C.1
	DCHS confirmed on September 2, 2015 that it was not pursuing the property for affordable housing. While the parcel is located within the Urban Housing Growth area and zoned CA (Commercial Arterial, City of Renton) which allows residential units as part of a mixed use development or stand-alone use behind a commercial pad, housing may not be fully or adequately compatible with the neighborhood due to the commercial/industrial uses directly to the south of the parcel.


	5
	Final surplus declaration
	4.56.070  
	FMD declared the parcel surplus to County needs on September 22, 2015.


	6
	Public notification of surplus
	4.56.090
	The sale was not marketed and was a directly negotiated sale to a governmental agency per K.C.C. 4.56.100.A.(1).


	7
	Bid process
	4.56.100
	The sale was not marketed and was a directly negotiated sale as per K.C.C. 4.56.100.A.(1). 


	8
	Purchase and Sale Agreement
	n/a
	The Purchase and Sale Agreement (PSA) was executed on April 17, 2017.


	9
	Council Approval
	4.56.080
	If the value of surplus property exceeds $10,000, Council approval of the sale is required. Therefore, under the terms of the PSA, the sale is contingent on approval by ordinance by the Council by October 2, 2017, which includes an additional 45 day extension. 


	10
	Disposition of Sale Proceeds
	4.56.130
	If approved by the Council, the sale proceeds would be disbursed first to DES/FMD Real Estate Services (RES) for work associated with the sale of the surplus property, and any remaining funds, according to the transmitted fiscal note, would go to the Public Health Fund. According to the fiscal note, $132,874 would go to RES and the remaining $2,067,153 would be deposited into the Public Health Fund (Operating). 




The agreed upon purchase price of $2,200,000 is based on the highest and best use allowed by zoning. The Sale Comparison Approach was used to estimate the value of the land as if vacant for rate of $12.00/sf of usable area less demolition cost.
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The proceeds from this sale will benefit the Public Health Fund will be a one-time revenue to the Public Health Operating Fund as is reflected in the 2017 2nd Quarter Public Health Opearting Fund Financial Plan.

Council’s legal counsel has reviewed the proposed ordinance and did not identify any issues. The Agreement’s effective date was April 17, 2017 which provided a 120 day Council Approval Contingency period with the County’s right to unilaterally extend that period for an additional 60 days which was done. An additional 45-day extension was granted which expires on November 28th. 

The extensions were necessary as several months elapsed between the effective date of the PSA and transmittal to Council. The executive’s office reports that several issues arose during the drafting and review process that they needed to confirm prior to finalizing and transmitting the package, including re-confirmation of affordable housing review and confirming future plans for the site with Renton Technical College. 

ATTACHMENTS

1. Proposed Ordinance 2017-0334 (and its attachment)
2. Transmittal Letter
3. Fiscal Note
4. Property Summary

INVITED

1. Jim Loveless, Sales Supervisor
2. [bookmark: _GoBack]Kate Donley, Sales Property Agent
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