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REVISED STAFF REPORT
As reported out of the Capital Budget Committee

Proposed Substitute Ordinance 2007-037.26 passed out of committee with a “Do Pass” recommendation.  The legislation was amended to make the ordinance appraised amount consistent with the purchase and sale agreement amount of $204,000.  

SUBJECT:
A purchase and sale agreement to convey county owned land adjacent to the Issaquah Highlands park-and-ride garage to Port Blakely/High Street LLC, a single-purpose entity created by Port Blakely Communities to develop the site.  

SUMMARY: 

Proposed Ordinance 2007-0376, if approved, will authorize the Executive to execute a purchase and sale agreement for 11,160 square feet (sf) of county owned property located in the Issaquah Highlands, adjacent to the Issaquah Highlands park-and-ride garage.  The negotiated sale price is $204,000 which will provide revenue to the Public Transportation Fund (Transit).  The land will be developed into retail space by the Port Blakely/High Street LLC.  Additionally, the county will enter into a thirty year lease to provide 34 parking stalls in the park-and-ride garage to the retail property owner.  
BACKGROUND:
This land parcel is a portion of a larger site that was originally purchased by the Road Services Division for development of the Sammamish Plateau Access Road (SPAR), now know as Highlands Drive.  Upon completion of the roadway in July 2004, custodianship of the property was transferred to the Transit Division for development of a park and ride.  
Development within the area known as the Issaquah Highlands is governed by a three-party agreement between King County, Port Blakely Communities, and the City of Issaquah.  In cooperation with the City of Issaquah and Port Blakely, the county built a 1,034 stall parking garage using transit division, Sound Transit and federal grant funding.  
As the site plan for the garage was developed, the city determined that a retail element should be included.  Consequently, the property was subdivided, a small portion of the property was declared surplus, and was designated for development into retail space.  According to the development agreement, Port Blakely Communities, the master developer in the Highlands, owns all non-transit development rights in the neighborhood.  Therefore, Port Blakely is the only entity that could develop the retail property.  As a result, 11,160 sf of undeveloped land was reserved at the south end of the completed park-and-ride garage in anticipation of a sale to Port Blakely, the firm developing the Issaquah Highlands.  
ANALYSIS:
This proposed ordinance, if approved, would:

· Authorize the Executive to execute a purchase and sale agreement with Port Blakely Communities/High Street 8 LLC for development of retail space adjacent to the Issaquah Highlands park-and-ride garage;
· Authorize the Executive to enter into a thirty year lease to provide 34 parking stalls in the park-and-ride garage to the retail property owner.
The purchase and sale agreement also identifies utility easements for Comcast cable, Qwest and I-Net fiber optic cable, and sewer lines, as well as maintenance, set-back and structural foundation easements.  

Direct Property Sale
King County Code (KCC) 4.56 determines the process for the surplus of real property and provides that the Facilities Management Division is authorized to sell property determined to be surplus to the county’s needs.  Attachment 5 outlines the county procedures contained in the King County Code for disposal of county owned properties.  Pursuant to those procedures, the following has occurred regarding the Issaquah Highlands property:

1. The Department of Transportation, Transit Division has indicated that the property is surplus to their needs.  
2. No other county agency expressed an interest in the property.

3. The property was determined to not be suitable for affordable housing, as it is not zoned residential.

4. Other uses for the property were reviewed such as a land exchange or use by another entity.
5. FMD determined that a direct sale was warranted due to unique circumstances.  
These unique circumstances for direct sale arise from the July 2002 three-party development agreement.  Port Blakely is the owner of all non-transit related development rights within the Issaquah Highlands.  King County worked directly with the City of Issaquah to determine if development rights could be transferred to the property from other county or non-county owned property to potentially encourage more proposals for development to the site.  However, the City of Issaquah code restricts transfers of development rights to publicly owned property.  Therefore, a sale of the property to a developer other than Port Blakely was unlikely, as other developers would have to risk not being able to transfer development rights to the retail property, thus being left with a vacant parcel.  The end result is that Port Blakely Communities is the only entity that can develop the property adjacent to the garage, unless it determines not to develop the property itself.  This is not the case.  
Purchase and Sale Agreement / Lease Agreement for Parking Stalls

The sale of the property is closely linked to the provision of parking for the retail development.  Because the property is small, development of the site would most likely not allow for parking areas.  In order to provide the retail space with necessary parking, the county has agreed to lease 34 parking stalls in the parking garage for a period of thirty years.  This lease is included in the agreement as Exhibit B.  
As noted earlier, the park-and-ride garage was funded by federal grant, Sound Transit and county sources.  The terms of the federal grant dictated that parking capacity be provided for 1,000 vehicles.  When built, the garage was constructed to include 34 additional stalls.  The ordinance findings (found on lines 37 and 38 of the legislation) indicates that the county considers these stalls “as not necessary to meet its needs”.  
The 2007 Metro Transit second quarter Park and Ride Utilization Report, Attachment 6, shows that over the last year Issaquah Highlands utilization has increased from 49% to 72%.  As growth in the area occurs, it is likely that these stalls could be needed to meet park and ride demand.  However, the 34 stalls proposed to be leased represent only 3% of the total number of stalls, which would most likely not be enough space to meet a significant future increase in demand.  
The agreement was originally anticipated for council consideration in early 2006.  The agreement has been delayed to allow for prolonged negotiations over the commencement date for the parking stall lease and to finalize “as built” surveys and permits for six easement areas.  

Lease Commencement Date – The parking stall lease sets a commencement date for use and beginning payment of rent.  It is the earlier of the time when the garage capacity reaches 80% of the 1,000 stalls, as determined by the quarterly utilization count, or January l, 2011.  This negotiated date could require Port Blakely to begin paying rent prior to development of the retail site.  If Port Blakely does not begin paying rent within 30 days of written notice of the park-and-ride reaching 80% capacity, the lease will automatically terminate.  
Easements
The purchase and sale agreement identifies utility easements for Comcast cable, Qwest and I-Net fiber optic cable, and sewer lines, as well as maintenance, set-back and structural foundation easements.  These easements were negotiated to provide for normal underground lines, as well as to allow the county access to maintain the south wall of the garage foundation and Port Blakely to have access for windows on a portion of the proposed retail development.  
Sale Proceeds

The purchase and sale agreement includes a direct sale price of $204,000.  (This price was agreed upon by the parties in 2005 prior to negotiation of the easements and commencement date.)  Lease payments of $70 per stall per month will accrue to the Public Transportation Fund, providing approximately $30,000 per year in revenue.  

Amendment
The proposed legislation, transmittal letter and fiscal note assumed a sale price of $205,000.  However, the actual purchase and sale agreement includes a price of $204,000.  Staff analysis has verified that the negotiated sale price for the property is $204,000.  Consequently, an amendment has been drafted to correct the amount referred to in the legislation.  
REASONABLENESS:

Approval of Proposed Ordinance 2007-0376, as amended, would implement the underlying assumptions to develop the Issaquah Highlands community included in the three-party agreement between the county, City of Issaquah and Port Blakely.  The purchase and sale agreement has been reviewed by the transit division, facilities management division and the prosecuting attorney’s office and appears to be a reasonable and prudent financial and policy decision.   
INVITED:

· Bob Thompson, Project Program Manager, Real Estate Services, FMD

· Bob Stier, Special Project Manager, Transit and FMD
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