Purchase Property Summary 

[image: ]
Address:		710 Second Ave, Seattle Washington 
Sale Price:		$36,640,000
Sale Area:		28,200 square feet lot & a 15 story 336,355 sf office building.
Assessor’s Parcel:	0939000260
Zoning:		DMC 340/290-440 (Downtown Mixed Commercial)
Council District:	Eight
Funding Source:	General Fund
Template Status:	County Template with negotiated modifications
Offer Expiration:	June 1, 2024[footnoteRef:2]  [2:  See Transaction, below.] 


Property Information
The Dexter Horton Property is a 15-story historic building constructed in 1924. It has a net leasable area 328,794 sf. It received landmark status in 1992, underwent renovations in 2002, and has a LEED Gold certification. The property was purchased by the current owner in early January 2018 for a reported $151,000,000 and current ownership is in default of its loan repayment obligations.  

Context

Rationale for transaction:	The King County Department of Public Defense (DPD) is currently occupying 86,988 square feet of the Dexter Horton Building, with annual expenses of $4,106,364. The Department has an immediate need for additional space. While conducting a property search and lease analysis for additional space, the Dexter Horton Building became available to purchase as the current ownership is in default of its loan repayment obligations. 

After reviewing existing space needs for DPD, the Facilities Management Division determined that purchasing the Dexter Horton Building would resolve existing DPD space issues with the added benefit of reducing DPD space costs. Based on this analysis King County submitted a bid to purchase the Dexter Horton Building. After a competitive bidding process King County was selected as the winning bidder and entered into a Purchase and Sale Agreement for $36,640,000. The current appraised value as of February 1, 2024 is $46,000,000.  

If approved, this $36,640,000 purchase of the Dexter Horton Building will create debt service estimated to cost approximately $2,650,000 per year. Upon purchase, the King County lease obligations of approximately $4,615,210 will no longer be in effect, resulting in an estimated net savings of $1,965,210.00 per annum. The building currently generates $3,380,000 per year from non-King County tenants.

Table 1 – Lease obligations for the Department of Public Defense (obligated to February 29, 2028)
	Current Footprint
	$ per SF
	Monthly 
	Annual
	Operating Expenditures 2024 (Estimated)
	Total

	86,988[footnoteRef:3] [3:  Existing DPD lease at Dexter Horton] 

	$43.00
	$311,742.83
	$3,740,913.96
	$365,450.64
	$4,106,364.60

	17,249[footnoteRef:4] [4:  Newly executed 46-month lease included in Dexter Horton PSA in lieu of earnest money and to secure needed space for DPD] 

	$29.50
	$42,403.79
	$508,845.50
	TBD
	$508,845.50



Transaction:	The Executive executed various transactional agreements in furtherance of this transaction: a Purchase and Sale Agreement, Lease, Escrow Agreement, and Facilitation Agreement, each of which is included with this summary. 
 
The Purchase and Sale Agreement (PSA) provides for the purchase price and, in lieu of an earnest money deposit, a Lease for new space in the Dexter Horton Building. The PSA also contains a County Council Approval Contingency, which must be satisfied to consummate the sale. Should the council elect to not purchase the property, the PSA will terminate, and the Lease would continue for the remainder of the 46-month term, providing needed space for the Department of Public Defense. The Council Approval Contingency will be satisfied if the proposed ordinance is effective as of June 15, 2024.

The PSA provides a closing date of the earlier of (a) 15 days following satisfaction of the Council Approval Contingency or (b) no later than June 28, 2024, subject to a 30-day extension at the discretion of the seller/landlord.
The Lease provides for pre-paid rent which will be paid into escrow and paid out to the landlord monthly. Should the County elect to purchase the property, the balance of the pre-paid rent will be credited against the purchase price.
The Facilitation Agreement provides that the lender and seller/landlord will cooperate with the sale process to the County. The property is currently encumbered by security instruments that act as security for approximately $100,000,000 in loans made to the seller. The loans are currently non-performing, and the seller is in default of its loan obligations. The lender has agreed to release its security interest in the property upon closing, allowing the County to own the property free and clear of the loan encumbrances.  

Policy considerations:	This purchase furthers the County’s policy of owning its facilities and provides necessary, immediately usable, space for the Department of Public Defense. 

Political considerations:	N/A

Community considerations
or partnerships:		N/A

Fiscal considerations:	The current appraised value, as of February 1, 2024, is $46,000,000. If approved, this $36,640,000 purchase of the Dexter Horton Building will create debt service estimated to cost approximately $2,650,000 per year. Upon purchase, the King County lease obligations of approximately $4,615,210 will no longer be in effect, resulting in an estimated net savings of $1,965,210.00 per annum. The building currently generates $3,380,000 per year from non-King County tenants. 

Other considerations:	N/A

CIP/operational impacts:	The Facilities Management Division is developing a plan for managing the Dexter Horton Building, including estimated operating costs and a property management plan. FMD will provide more information prior to approval of the proposed appropriation ordinance. 

Change in property use: 	No change in use from an office building is currently contemplated

SEPA Review Required yes/no:	No.

King County Strategic Plan impact:	 N/A

Equity and Social Justice impact:	In accordance with Real Property Asset Management Plan (RAMP) policy, FMD reviewed this legislation for Equity and Social Justice (ESJ) impacts. This location is near the Pioneer Square Neighborhood of downtown Seattle, is currently in use as an office building, and includes the Department of Public Defense (DPD) as a current occupant in the building. DPD’s clients are indigent; many also need to use public transit to access DPD’s services. Purchase of this property secures space for DPD in the downtown Courthouse area of King County with convenient access to freeway and transit service.

Appraisal Process
Date of valuation:	February 1, 2024
Appraised by:		Mckee Appraisal
Appraisal factors:	The Sales Comparison and Income Approach were utilized.
Comps analysis:	All comparable properties are compliant with Uniform Standards of Professional Appraisal Practice (USPAP). The appraiser utilized geographically and contemporary sales and leasing data.
Estimated FMV:	$46,000,000
Appraisal Summary Chart





Vicinity View Map
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Dexter Horton Building
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