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Project Background
The Wastewater Treatment Division (WTD) of the Department of Natural Resources and Parks identified a 4.9 acre portion of a vacant lot at the junction of South Michigan Street and East Marginal Way South to be the site for the Georgetown Wet Weather Treatment Station (Georgetown Project). Prologis, a private developer, simultaneously identified the entire site for a business opportunity with the potential to bring significant employment to the Georgetown neighborhood. WTD and the City of Seattle worked collaboratively with the developer on a proposal that meets WTD’s and the developer’s needs, and which requires WTD to use additional adjacent property for the Georgetown Project. 

The identified site has technical benefits, including close proximity to existing wastewater infrastructure and the proposed outfall into the Duwamish River. The new location allows WTD to consolidate the project on the smallest possible site. The project is being designed to preserve valuable Georgetown commercial land by the surplus of any post-project frontage area not needed for the project. To meet the milestones in WTD’s combined sewer overflow consent decree (CD), it is necessary to seek King County Council approval for condemnation.

Property Acquisition Background
The Georgetown project requires the acquisition of four properties for the construction and operation of the treatment station. Two of the properties have been acquired by WTD and more detail is provided below for the remaining properties: 

1. Winters Investment LP, Fee Acquisition, Parcel 5367200446 
WTD has acquired this property. 

2. Mallard Properties LLC, Fee Acquisition, Parcel 5367200445 
WTD has acquired this property. 

3. East Marginal TT LLC, Fee Acquisition, Parcel 5367200300 
WTD has shared its appraisal of the property and negotiated with the property owner who has ordered its own appraisal and will schedule mediation following receipt of the appraisal. WTD believes that further negotiations and/or mediation will resolve the difference between the parties. However, if there is an impasse in negotiations with the property owner, WTD must pursue condemnation to perform permitting and demolition for the project which is necessary to meet the project schedule in the CD.

4. Winters Investment LP, Fee Acquisition, Parcel 5367200447 
The property owner has indicated that it believes WTD’s offer is fair, but has been unable to resolve tenant claims to an interest in the property. The entities with property interests have indicated that they believe condemnation will facilitate a resolution of the various interests.

Condemnation Property Summary
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	Property Owner
	East Marginal TT, LLC

	Legal Description
	Lots 16 through 20, inclusive, Block 3, Joseph R. McLaughlin's Water Front Addition to the City of Seattle, according to the plat thereof recorded in Volume 13 of Plats, page 28, records of King County, Washington;
Except portion of said Lots 17 through 20, inclusive, condemned by the City of Seattle for street purposes, under King County Superior Court Cause No. 102874; and Except that portion conveyed to City of Seattle by Deed recorded December 24, 1967 under Recording No. 6269615 as provided by Ordinance No. 96228 of the City of Seattle; and Except that portion conveyed to the City of Seattle by Deed recorded November 20, 1996 under Recording No. 9611200869 for street purposes; Together with portion of vacated street adjoining. Situate in the County of King, State of Washington.

	Type of Interest Needed
	Full Fee Acquisition

	Land Area
	18,300 square feet (ft2) (0.42 acres)

	Building Area
	2,369 ft2

	Occupant/Tenant
	Taco Time 
Lessee-Tacton, Inc, a Washington corporation

	Assessor's Parcel
	5367200300

	Zoning
	IG2 U/85

	Council District
	8 – Joe McDermott

	Funding Source
	Wastewater Capital Fund



Property Acquisition Information
The parcel is approximately 18,300 ft2 or 0.42 acres. The site contains a one-story building consisting of approximately 2,369 ft2. The building is currently used as a fast food restaurant. The fee acquisition of the parcel is required for the Georgetown project and related conveyance systems. The treatment station will facilitate the South Michigan Street Influent and Brandon Street Influent, as well as the effluent conveyance to the outfall structure. 

Communications and Negotiations 
WTD and its consultants have had many contacts with the property owner and its representative and have not been able to reach an agreement on the terms for the purchase of the property. In an effort to resolve any issues pertaining to valuation, WTD provided the property owner with a copy of its appraisal to review. 

The property owner’s primary concern is securing a replacement property in the Georgetown or SoDo neighborhoods to reestablish its business and prevent losing market share in the area. WTD’s Relocation and Acquisition Policy does not allow for compensating business for loss of revenue, loss of business, and/or loss of market share. To address this concern, WTD is providing relocation entitlements to the property owner and has offered to assist in searching for a replacement property. WTD has also offered the property owner the option to reestablish their business in its current location after the completion of the project. 

At the property owner’s request, WTD had explored the feasibility of purchasing (and/or exchange property for) a tidelands property owned by the Washington State Department of Natural Resources (DNR) for the reestablishment of their business. After further research, WTD confirmed it can only purchase property for the purpose of constructing, repairing, maintaining, and operating wastewater treatment facilities. Additionally, DNR provided WTD with correspondence explaining the constraints involved in disposing of State-owned tidelands property. Therefore, WTD did not pursue the purchase and/or exchange of property with DNR for the purpose of reestablishing their business. 

WTD received a counteroffer from the property owner on November 13, 2015. The property owner’s counteroffer was significantly higher than the appraised value of the property. On November 23, 2015, WTD met with the property owner to review its counteroffer and negotiate. WTD and property owner could not come to an agreement on the value of the property. The property owner has agreed to mediation and has ordered a full appraisal. 

WTD and its consultant have had numerous significant contacts with the property owner. A timeline of some of the major contacts and correspondence is listed below:

· April 10, 2015 – Letter mailed to the property owner notifying them that their property had been identified as one of the potential sites for the Georgetown project.
· May 7, 2015 – Met with the property owner to discuss the need to acquire the property for the Georgetown project.
· May 27, 2015 – Conducted an onsite appraisal inspection and preliminary relocation interview with the property owner. 
· June 26, 2015 – WTD received authorization from the City of Seattle Department of Planning and Development to apply for City of Seattle permits.
· July 6, 2015 – Received a right of entry agreement for geotechnical exploration from the property owner. 
· July 21, 2015 – Provided the property owner with a General Notice for relocation eligibility and conducted an onsite occupancy interview.
· August 12, 2015 – The offer to acquire the property was presented to the property owner.
· August 25, 2015 – The comparable sales information from WTD’s appraisal was provided to the property owner.
· September 14, 2015 – The Notice of Relocation Eligibility letter was mailed to the property owner.
· September 30, 2015 – WTD mailed a letter to the property owner offering to pay up to $5,000 towards and appraisal if the property owner agreed to mediation. 
· October 15, 2015 – A copy of WTD’s appraisal report was sent to the property owner. 
· November 13, 2015 – Received a counteroffer from the property owner, including a settlement for relocation entitlements.
· November 23, 2015 – Met with the property owner to review its counteroffer and negotiate. WTD and property owner could not come to an agreement on the value of the property. The property owner has ordered a full appraisal and mediation will be scheduled once the appraisal is complete. WTD will continue good faith negotiations with the property owner and will only use condemnation, as a last resort, if negotiations reach an impasse.

Condemnation Property Summary
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	Property Owner
	Winters Investment, LP

	Legal Description
	Lot A, City of Seattle Short Subdivision No. 3012368, recorded under Recording No. 20111108900011, records of King County, Washington;
Situate in the County of King, State of Washington.

	Type of Interest Needed
	Full Fee Acquisition

	Land Area
	36,911 ft2 (0.85 acres) 

	Building Area
	4,025 ft2

	Occupant/Tenant
	McDonald’s USA

	Assessor's Parcel
	5367200447

	Zoning
	IG2 U/85

	Council District
	8 – Joe McDermott

	Funding Source
	Wastewater Capital Fund



Property Acquisition Information
The affected parcel is approximately 36,911 ft2 or 0.85 acres. The site contains a one-story building consisting of approximately 4,025 ft2. The building is currently operating as a McDonald’s restaurant. The fee acquisition of the parcel is required to accommodate the Georgetown project and related conveyance systems. The treatment station will facilitate the South Michigan Street influent and Brandon Street influent, as well as the effluent conveyance to the outfall. 

Communications and Negotiations 
WTD and its consultants have had many contacts with the property owner, the property owner’s representative, the tenant, the tenant’s representative and the tenant’s franchisee (Parties) regarding the acquisition of the property and the tenant’s claims relating to the property. The property owner has not been able to come to an agreement with its tenant concerning their claims relating to the value of the property. 
The offer letter to the property owner states that WTD’s acquisition of Real Property is guided by State law and the County’s Real Property Acquisition and Relocation Policy, Procedures, and Guidelines. These guidelines require that the acquisition of real property including any tenant-owned buildings, structures, and other improvements located thereon shall not result in the duplication of any payments. Therefore, WTD’s offer was made contingent upon the property owner resolving all tenant and franchisee claims relating to the property and/or to the tenant’s and franchisee’s interest in the purchase price. 
In an effort to help the property owner with its dispute with its tenant, WTD has provided the Parties with a copy of its appraisal report and offered to pay up to $5,000 towards an appraisal (for the property owner and its tenant), if the Parties agree to mediation. The property owner representative has indicated that they are willing to mediate, but only once the tenant relocation issues have been settled. 
The tenant for this property is currently procuring an appraisal but will not agree to mediation within the timeline proposed by WTD.  Additionally, the tenant has not provided necessary information to WTD on the property and fixtures despite several requests from WTD and assurances from the tenant that the information was forthcoming. The tenant has instructed King County that the relocation of the business will be handled via McDonald’s USA and to work with the tenant rather than the franchisee. The information on property and fixtures is necessary to allocate the value of the property to the property owner, tenant and franchisee. WTD has not received any counteroffers. Given the complex legal interests of the property owner, tenant and franchisee, negotiations are effectively at an impasse. 

WTD and its consultant have had numerous significant contacts with the Parties. The list below is a timeline highlighting some of the major contacts and correspondence:

· May 18, 2015 – Notified the property owner that their property had been identified as one of the proposed sites for the Georgetown project. 
· June 10, 2015 – Conducted onsite appraisal inspection and preliminary relocation interview with the property owner and their tenant. WTD also received authorization from the City of Seattle Department of Planning and Development to apply for City of Seattle permits.
· June 12, 2015 – Requested the property owner and tenant grant WTD a right of entry for geotechnical exploration. This request was denied. 
· July 13, 2015 – The property owner provided WTD with a copy of the lease agreements with its tenant.
· July 27, 2015 – The tenant and tenant’s franchisee was given a General Notice letter for relocation eligibility.
· August 13, 2015 – The offer to acquire the property was presented to the property owner. 
· September 8, 2015 – Provided a copy of the appraisal report to the property owner and its tenant.
· September 11, 2015 – The Notice of Relocation Eligibility was presented to the tenant’s franchisee.
· September 16, 2016 – Provided a copy of the appraisal report to the tenant’s franchisee.
· October 6, 2015 – Mailed a letter to the property owner and its tenant offering to pay up to $5,000 towards and an appraisal if they both agreed to mediation. 
· October 8, 2015 – Legal counsel for the property owner emailed that the value of the franchise itself will drive resolution of the complex property interests that is needed for fee simple acquisition. The email also stated the property owner will not go to mediation with WTD until the value of the franchise has been resolved with the tenant. Legal counsel for the property owner has also stated that condemnation is the most viable option to resolve this matter.
· November 4, 2015 – Met with the tenant to discuss their claims to a portion of the purchase price of the property and to discuss relocation eligibility. The tenant is currently procuring an appraisal to determine the value of its claim.  
· November 20, 2015 – Notice of Eligibility was mailed to McDonald’s USA.
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