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RECOMMENDATION

Approval of an agreement between the City and Rebecca Yeh and David Shao, the adjoining
property owners, for sale of the property identified by APN 569-12-034 and located at 1494
Ridgewood Drive in the amount of $370,000.

OUTCOME

Approval of this sales agreement for a 6,844 square foot (0.16 acre) City-owned property, APN
569-12-034 as shown as Exhibit A to this memorandum will transfer the property to Rebecca
Yeh and David Shao for the amount of $370,000, which will go to the Fire Department’s
Construction and Conveyance (C&C) Tax Fund for fixtures, furnishings and equipment (FF&E)
needs for newly constructed fire stations, consistent with prior Council direction.

BACKGROUND

By Resolution No.74865, the City Council declared this property surplus on April 7, 2009.

The subject surplus City-owned property is the site of the former Fire Station #17. This City
facility was replaced by a new facility in 2008 and is now vacant.

The subject property is improved with a converted 3 bedroom, 2 bath, single family residence.
There is an attached 2 car garage as well as a detached fire engine bay. The purchasers
anticipate they will occupy the single family structure as their primary residence.

Municipal Code Section 4.20.50 permits the City Council to declare City-owned property surplus
to the needs of the City and to authorize the sale of that property to the owner or owners of
property adjacent to such City property at private sale for the fair market value, and subject to
such terms and conditions as the Council may in its discretion provide. The purchasers, Rebecca
Yeh and David Shao, are the adjacent property owners.



HONORABLE MAYOR AND CITY COUNCIL
Subject: Sale of the Property Located at 1494 Ridgewood Drive.
May 27, 2010
Page 2

ANALYSIS

The City parcel being proposed for sale is located on the south side of Ridgewood Drive, at the
corner of Dent Avenue. A parcel map has been attached as Exhibit A. The property will be sold
"as is" to the adjoining property owners.

Through contract with the City, Cameghi-Blum & Partners, Inc. Real Estate Appraisers
originally appraised the parcel at $450,000. This value was based upon market data and the
general condition and appearance of the property. The structure had been heavily used and
cosmetic upkeep has been neglected. Additional structural deficiencies were highlighted in an
independent building assessment that revealed extensive water damage caused by leaky water
pipes along with numerous other maintenance issues. The appraised value was subsequently
lowered by 10%, to $405,000 to reflect these deficiencies.

In addition to the third party appraisal, staff conducted a due-diligence review of properties that
are for sale or have recently sold in the area. Although listing prices are somewhat higher than
this property’s sale price, the actual recorded sales are in alignment with the appraised value of
this property.

As a result of numerous meetings, and lengthy discussions with the adjoining land owner, a
negotiated sales price of $370,000 has been offered, along with a good faith deposit of $10,000
with the balance due within 30 days of Council approval. Although not at full appraised value,
staff recommends accepting the offer considering the costs, risks, and delays of holding for a
future public auction. Additionally, this sale price reflects the market response to the conditions
of sale under which the City transfers property. The City does not typically pay sales
commissions, escrow, title report, home warranty, termite, roof, electrical inspection and repairs,
loan fees, or any closing costs whatsoever. These fees and commissions can total up to 10
percent of the sales price, or approximately $37,000 on a home in this price range.

The negotiated price !s 91% of the appraised value, and allows the City to avoid the costs
associated with further marketing efforts and a potential need to attempt to sell the property at
auction, none of which may produce a higher sales value. Staff believes that the negotiated
amount is fair compensation for the property.

Going forward with the sale at this time is consistent with the Council’s adopted key guiding
principle for City ownership of real estate: supporting the cost-effective delivery of core City
services to the community. Revenue from the sale supports City services, while the site is
currently generating no revenue and is not supporting any City services. Sale proceeds will be
directed to the Fire C & C Fund to be used for Furniture, Fixtures and Equipment (FF&E) on
newly constructed fire stations.

As part of the original purchase offer, the buyer requested contingencies based upon an
acceptable bank appraisal and loan approval. These contingencies have now been cleared.

EVALUATION AND FOLLOW-UP

The transfer of the subject property is anticipated to be completed within 30 days of approval by
Council.
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POLICY ALTERNATIVES

Alternative # 1." Reject the sale of the property and continue City ownership.
Pros: By retaining the property, City retains the ability to develop the property for future
municipal purposes, or to hold it for sale at a later time when the value might be higher.
Cons: By rejecting the sale, the City will continue to incur costs for maintenance of the property
and the ongoing responsibility for repairs and safety. Should the City hold the property for
future sale, there will be costs associated with marketing the property and potentially offering it
at auction.
Reason for not recommending: Continuing ownership of the property will result in continuing
maintenance expenses. No future municipal uses have been identified. While the value of the
property may increase over time, it may also decrease; any assessment of future value is
speculative.

Alternative # 2: Reject the sale of the property and direct staffto sell the property at auction.
Pros: By holding an auction the City may receive a bid that is higher than the current offer.
Cons: By rejecting the sale, and holding an auction, the City will continue to incur costs for
maintenance of the property and the ongoing responsibility for repairs and safety. Should the
City hold an auction, there will be costs associated with marketing the property and holding an
auction.
Reason for not recommending: Continuing ownership of the property will result in ongoing
responsibility for repairs and safety considering the delays of holding for a future public auction.
Additionally the auction may or may not produce a higher sales price. While the value of the
property may increase over time, it may also decrease; any assessment of future value is
speculative.

PUBLIC OUTREACH

Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website Posting)

Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This action does not meet any of the above listed criteria; however it will be posted on the City’s
website for the June 22, 2010, Council agenda. In addition, staff conducted community outreach
by posting this property for a minimum of 60 days, and contacting by mail each property owner
and resident within 300 feet of the property. The community response was favorable to a sale or
other economic use. The respondents included the adjoining property owner who is the proposed
buyer in this transaction.
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COORDINATION

This memorandum has been coordinated with the City Manager’s Budget Office and the City
Attorney’s Office.

FISCAL/POLICY ALIGNMENT

This sale is in alignment with l h-Asset Management, Investment Strategies, Mayor’s Budget
Message, March 13, 2009.

COST SUMMARY/IMPLICATIONS

As previously approved by the City Council, proceeds from the sale of this property will be
deposited in the Fire Department’s Construction and Conveyance (C&C) Tax Fund for fixtures,
furnishings and equipment (FF&E) needs for newly constructed fire stations.

CEQA: Exemption PP 10-040.

/s/
PETER JENSEN
Director of General Services

For questions please contact MATT MORLEY, DEPUTY DIRECTOR, at (408) 535-1298.

Attachment
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EXHIBIT "A"
PLAT OF PROPERTY




