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SUBJECT

Proposed Ordinance 2018-0258 would authorize the condemnation of a tenant’s leasehold interest.  According to King County Water and Land Resources Division and Flood Control District staff, allowing the tenant to remain for the remainder of the lease term would result in significantly increased construction costs for the Lower Russell Levee Setback project.

SUMMARY

Proposed Ordinance 2018-0258 would authorize condemnation of Amana Global Company’s (Amana Global) leasehold interest.  According to Water and Land Resources Division (WLRD), the condemnation authority is necessary to proceed with the Lower Russell Levee Setback Project, which is scheduled to start in April 2019.   

BACKGROUND 

According to the Property Summary (Attachment 2) prepared by the Water and Land Resources Division (WLRD), the Lower Russell Levee Setback Project is part of a larger overall flood management strategy for the lower Green River. WLRD is managing the project as agent for the Flood Control District.  The property summary indicates that the current project cost is estimated at $52 million. 

The project is a 1.4-mile-long levee improvement project which will replace an old levee and revetment that do not meet current engineering design standards. The new levee is intended to protect residential and commercial development behind the levee, while also improving riparian and aquatic habitat and recreational opportunities along the Green River. 

According to WLRD staff, the County has successfully acquired all of the properties necessary for construction of the project, including relocating 12 commercial tenants and three residential tenants, with the exception of the leasehold interest held by Amana Global.   

Lease Background

King County purchased the property located at 22230 Russell Road in the city of Kent in September 2016. The property is a 3.59-acre parcel improved with 40,860 square feet of rentable warehouse space. 

Amana Global leases 10,400 square feet of interior space in the warehouse as well as approximately 34,000 square feet of outdoor yard storage area.  The monthly rent is $4,500 with no escalation.  Amana Global purchases surplus and used commercial and industrial equipment and sells the equipment to wholesale purchasers.  Its lease term extends through August 2021.

County’s Condemnation Authority

Revised Code of Washington (RCW) 8.08.010 authorizes counties to condemn land and property within the county  whenever the legislative authority deems it necessary for county purposes to acquire such land, real estate, premises or other property.  Under RCW 86.15.080, the Flood Control District also has the power to condemn property.  Pursuant to the interlocal agreement (ILA) between the County and the Flood Control District, as the district’s service provider, the County is required to acquire necessary property interests in its name for flood control projects.[footnoteRef:1]  The ILA provides that district approval must be received if the County intends to uses eminent domain to acquire a property interest.  It is expected that the district, by resolution, will be approving the County’s use of condemnation to acquire this leasehold interest.  Under RCW Chapter 8.26, for a project initiated on or after December 31, 2017, a business tenant is entitled to relocation assistance, moving costs, costs of re-establishing businesses and other related costs. [1:  RCW 8.08.020 provides in relevant part that any condemnation shall be deemed and held to be for a county purpose and public use when it is directly or indirectly, approximately or remotely for the general benefit or welfare of the county or its inhabitants.  As described in the proposed ordinance's Statement of Facts, acquiring this leasehold is necessary for the construction of  the  Lower Russell Levee Setback Project that will benefit the county and its inhabitants. ] 


ANALYSIS

Negotiations with Amana Global

Since the beginning of 2017, King County’s Water and Land Resources Division (WLRD) has been engaged in communications with Amana Global’s owner regarding settlement for the value of Amana Global’s leasehold estate – the negotiations are described in the Property Summary prepared by WLRD (Attachment 2).  In October 2017, Amana Global’s owner requested compensation in the amount of $2 million for the value of the Amana Global leasehold together with alleged lost income and other alleged damages.  WLRD obtained an appraisal from Valbridge Property Advisors in November 2017.  The appraisal estimated a leasehold value of $220,000 based on the differential between the current rent rate and the predicted rent rate for a similar substitute property, projected over the remaining term of the lease (January 2019 through August 2021).

Potential Lower Russell Levee Setback Project Cost Escalation from Delay

The Lower Russell Levee Setback Project is a $52 million project scheduled to start in April 2019.  The estimated project completion date is October 2020.  According to WLRD, if Amana Global were allowed to stay through the remainder of its lease, the project cost would increase approximately $3.6 million to $7.2 million based on construction inflation of three to six percent.  In addition, the project would incur an additional $250,000 to $500,000 in additional staff, consultant and other project management costs.  

AMENDMENT

At the time of staff report production, staff was working with the Council's Legal Counsel on a Striking Amendment S1 that clarifies the property description and the basis by which the County is authorized to condemn the leasehold interest of the tenant.  

ATTACHMENTS

1. Proposed Ordinance 2018-0258, with attachment
2. Property Summary
3. [bookmark: _GoBack]Fiscal Note
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2. Michelle Clark, Executive Director, Flood Control District
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