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Address		2124 4th Avenue, Seattle, Washington
Sale Price		$15,500,000
Lot Size		12,960 square feet
Assessor's Parcel	069600-0025
Zoning		Downtown Mixed Commercial
Council District	Four
Funding Source	Public Health
Template Status:	County Template with negotiated changes
Offer Expiration:	Appropriation Ordinance to be effective by June 12, 2020, an option to extend one thirty-day extension, to July 13, 2020, is available if needed per the Purchase and Sale Agreement.

Property Information

The county entered into a contingent Purchase and Sale Agreement with Lady White, LLC to purchase the Downtown Public Health Building located at 2124 4th Avenue, Seattle. The building is four stories with a reported gross square footage of 26,670. The building was built in 1952 with an expansion of the perimeter circa 1990 and modernization upgrades (such as fire alarm and sprinkler system) in 1996.  

Context

Rationale for transaction:	King County Public Health has been a tenant at the site since the early 1990’s. The clinic provides a range of vital health services, with a focus on serving people who are experiencing homelessness, and associated support programs such as primary care, dental services, Women, Infants and Children Nutrition (WIC), maternity support services, Kids Plus, refugee screening, opioid use disorder services, and a needle exchange. Ownership of the property will allow for the continuation and expansion of services without the restrictions inherent in leasing from a private landlord.

With the building purchase, Public Health is reevaluating a previously funded $700K capital improvement project to determine priorities and phasing. Future needed renovations include development of space for opioid use disorder service delivery, conversion of office space to clinical space, expansion of the dental clinic and related modifications to the needle exchange space, and the addition of two restrooms.

Policy considerations	:	Purchase of the building is consistent with the 2019 Real Property Asset Management Plan, and Public Health goals for the downtown center. 

Political considerations:	There are no known political considerations associated with this transaction.

Community considerations
or partnerships:		No community considerations nor partnerships should be affected by this transaction.



Fiscal considerations: 	Per the Appraisal, the current lease expires at the end of May 2021 with a five year option to extend. During the initial 10-year term there were annual base rent escalations of 2.5% per year. A simple cost analysis of the current lease is as follows:

The current annual cost to lease the space is $1,007,627.

LEASE (2020)

· BASE RENT:			$62,043/month or $744,516/year
· Parking Rent:			$3,230/month for 19 spaces or 38,760/year
· 2019 CAM (actual)		$224,351

At a purchase price of $15,500,000, the debt service is approximately $1,176,000/year assuming 4.5% interest amortized over 20 years.  

Other considerations:			No other considerations known

SEPA Review Required yes/no:	No.

King County Strategic Plan impact: This proposed acquisition supports the King County Strategic Plan by supporting goals in Health & Human Services, and the Efficient, Accountable Regional and Local Government focus areas.  The Health and Human Services impact goals are supported by providing client services to improve health, social outcomes, and experience of care while lowering County costs for high utilizers of jail with mental health and/or substance use conditions; by improving the outcomes and lowering the costs of care in King County by focusing on prevention and recovery from health and social problems to ensure that babies are born healthy and establish a strong foundation for lifelong health and wellbeing; and provide equitable opportunities for all children to progress through childhood safe and health, with academic and life skills to thrive in their communities. The proposed acquisition supports the goal of Efficient, Accountable Regional and Local Government by aligning funding, policy and operational goals of King County Government with community priorities and delivering consistent, responsive, equitable, and high-quality services to our constituents in Seattle and the surrounding area.

Equity and Social Justice impact:	 In accordance with Real Property Asset Management Plan (RAMP) Strategy 1.2 and 1.3, The Facilities Management Division and King County Public Health reviewed this legislation for Equity and Social Justice (ESJ) impacts. Public Health has been providing a wide range of health programing in this location to low income clients since the early 1990’s. This location is in the Belltown neighborhood of Seattle. Acquisition ensures the continued provision and expansion of these services. 

Appraisal Process
Summary      
Date of valuation:	February 27, 2020
Appraised by:		Kidder Mathews—Peter Shorett and Chris Berger
Appraisal factors:	The appraisal used a reconciled value between the sale comparison (both land and improved) and income capitalization approaches to value.
Comps analysis:	All comps were recent, local and reconciled to the subject
Estimated FMV:	$15,500,000
Appraisal Summary Chart

Reconciliation and Final Value Opinion
As Is Market Value Opinion
SALES COMPARISON APPROACH
The approaches to value utilized in this report indicate the following values for the subject as of the effective appraisal date:
	Value Approach
	   Indicator

	Sales Comparison Approach-Land
	$15,280,000

	Sales Comparison Approach-Improved
	$15,500,000

	Income Capitalization Approach-Improved
	$15,560,000



The Sales Comparison Approach is based upon comparable transactions. This approach is normally a strong indicator of value when adequate sales data are available. Like the Income Capitalization Approach, this approach responds quickly to changes in the marketplace. Six comparable sales provide a reasonable range of value for the subject property. As the range of value can be narrowed through adjustments for physical and functional differences between the comparable sales, this method of analysis is given full weight in the land valuation and some emphasis in the overall correlation of value as improved.

INCOME CAPITALIZATION APPROACH

The Income Capitalization Approach is generally considered a strong indicator of value for income-producing properties. The primary strength of the Income Capitalization Approach is income and operating levels respond quickly, if not immediately, to conditions in the market. Income information is based leases in place and market rent for spaces upon rollover. Expenses were estimated using various expense comparables, along with investment parameters based upon sales used in the Sales Comparison Approach, regional capitalization rates, and national investor surveys. The direct capitalization method was considered and applied.
The Income Capitalization Approach is also given some emphasis in determining a value for the subject.
As Is Market Value Conclusion – Leased Fee

Considering the highest and best use, some emphasis is placed on both improved valuations, the Sales Comparison and Income Approaches.
Land value is also taken into consideration along with the pending sale. As a result, it is concluded the evidence best supports a leased fee market value in the subject property, as of February 27, 2020, of $15,500,000.
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