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TOWN OF APPLE VALLEY 
TOWN COUNCIL STAFF REPORT 

 

To:  Honorable Mayor and Town Council  Date: June 23, 2015 
 
From:  Dennis Cron, Assistant Town Manager Item No:  7 
 
Subject: AUTHORIZE ASSISTANT TOWN MANAGER OF FINANCE TO 

DISPOSE OF SURPLUS PROPERTY LOCATED AT 22411 HIGHWAY 
18 (Apns 3087-382-15, 3087-382-16, 3087-382-17) IN CONFORMANCE 
WITH THE PREVIOUSLY APPROVED COMMERCIAL LEASE AND 
OPTION TO PURCHASE AGREEMENT WITH KELLEY’S 
UNDERGROUND CONSTRUCTION  

 
T.M.  Approval:  _____________________  Budgeted Item:  Yes   No  N/A 

 
 
RECOMMENDED ACTION: 
 
That the Town Council: 
 

1. Authorize the Assistant Town Manager of Finance to dispose of surplus property 
located at 22411 Highway 18 (APNs 3087-382-15, 3087-382-16, 3087-382-17) in 
conformance with the previously approved Commercial Lease and Option to 
Purchase Agreement with Kelley’s Underground Construction and take any 
further actions necessary to carry out the sale.  

2. That the Town Council authorize Lee and Associates to complete the sale and 
close of escrow for the property located at 22411 Highway 18. 

SUMMARY: 
 
The Town entered into a Commercial Lease and Option to Purchase Agreement 
(“Agreement”) with Kelley’s Underground Construction (“Kelley’s”) dated March 1, 2013.  
The Kelley’s have been leasing the property since that date and the Agreement 
included an option to purchase the property. The Kelley’s have informed the Town that 
they are interested in moving forward with the purchase at this time.  If approved by 
council, the sale would occur earlier than the end of the lease term which is May 31, 
2016.   
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The Kelley’s had an appraisal performed through the broker financing their loan as a 
requirement by the bank and the Town had an appraisal performed by Integra Realty 
Resources.  The appraisal the Kelley’s had performed has the property valued at 
$500,000 and the appraisal the Town had performed has the property valued at 
$420,000.  The appraisals do not specifically consider the value relating to any tenant 
improvements the Kelley’s have made while leasing the property.  Under the terms of 
the Agreement, appropriate tenant improvements made by the Kelley’s shall be credited 
toward the purchase price of the property.  The purchase price will also be adjusted to 
credit twenty-five (25%) percent of the base rent paid to date and through the closing 
date, as stated in the Agreement.  The Town and the Kelley’s have mutually agreed that 
the final sales price shall split the difference between the two (2) appraisals, which will 
set the sales price of the former Public Works Facility property at $460,000 before 
adjustment as indicated. 
 
Lee and Associates is the real estate brokerage firm that was authorized by the Town 
and used to market this property for sale.  As such, Lee and Associates will be handling 
the sale and escrow on behalf of the Town.  The Town is required to pay Lee and 
Associates a 4% commission on the final sale price in accordance with the prior 
engagement.    
 
BACKGROUND: 
 
The Town initially purchased the property to serve as the Town’s Public Works/ 
Wastewater Department maintenance yard.  On May 8, 2012, the Town Council 
authorized staff to list the property for sale/lease purchase and Lee and Associates 
listed the property on behalf of the Town.  On March 1, 2013, the Town entered into a 
Commercial Lease Agreement and Option to Purchase with Kelley’s Underground 
Construction, contingent upon the Town Council declaring the property “surplus”.  On 
October 8, 2013, the Town Council approved Resolution No. 2013-010, approving the 
disposition of surplus property located at 22411 Highway 18 (APNs 3087-382-15, 3087-
382-16, 3087-382-17).  
 
FISCAL IMPACT: 

The Town will receive the adjusted sales price of the property and pay to Lee and 
Associates a 4% sales commission out of the proceeds of the sale as stated in the 
Agreement. 
        

ATTACHMENTS: 

Commercial Lease Agreement & Option to Purchase   
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