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Address		1 South Grady Way, Renton, WA 98057
Sale Price		$36,200,000
Sale Area		5.16 acres
Assessor's Parcel	3340401630
Zoning		City of Renton CA-Commercial Arterial
Council District	Five
Funding Source	Building Repair and Replacement Sub-fund 
Template Status:	County Template with negotiated changes
Offer Expiration:	Ordinance appropriating the funds to be effective by November 28, 2023, with a 90-day automatic extension to February 26, 2024.


Property Information
[bookmark: _Hlk142894280]The parcel is 5.16 acres and contains 178,612 gross square feet (sf) of improvements as a hotel and convention center. Before 2020, the hotel was operated as conventional lodging. In April of 2020, as a response to the COVID-19 public health emergency, King County entered into a License Agreement to operate the hotel as a COVID-19 assessment/testing center and a treatment/recovery center for those unable to quarantine in their own home.


Context

Rationale for transaction:	Under the License Agreement the County is responsible for damages caused by the County’s use. While being used as a quarantine site during the COVID-19 pandemic, guestrooms, and common areas were extensively damaged. Damage ranges from broken furnishings such as mirrors and lighting, to soiled carpeting, to water damage due to demising walls and ceilings from over run toilets and bathtubs. There is also damage from an intentionally set fire in November of 2020. The estimated cost to restore the property to the condition contemplated by the License is $17,920,000. In addition, the County is paying $330,700 per month under the terms of the License. Acquisition of the property will relieve the County of the liabilities of the License.

Policy considerations	:	N/A

Political considerations:	The City of Renton has expressed approval of the purchase.

Community considerations
or partnerships:		Previous use of this site by King County during the COVID-19 pandemic caused considerable concern from community. The property is currently vacant and there is no current use plan. The County will engage with community around future planning for the facility.

Fiscal considerations:	As shown in Table 1, Cost Options below, the proposed purchase of this property represents a potential savings of $8,856,800, if the value of the purchased asset is considered, by relieving the County of the liabilities and obligations of the License.  

Table 1 – Cost Options
	Option A--Purchase
	Option B--Repair and Restore

	$36,200,000                               Purchase Price[footnoteRef:2] [2:  Closing costs and Labor >$25,000 and deemed incidental.] 

	$17,920,000[footnoteRef:3]             Cost to repair/restore – estimated cost based on most recent appraisal [3:  Appraisal considered cost of recent remodel projects of similar properties.  Includes all costs and soft goods.       
    Amendment 2 of the Hotel License Agreement contemplates restoration to hotel franchise standards.] 


	<$19,200,000>                          Appraised Value June  
                                                     2023 
	$7,936,800               24 months of rent during project
                                   $330,700/month

	$17,000,000                               Assumed cost under 
                                                                                   Option A[footnoteRef:4] [4:  Based upon retained value of the property.] 

	$25,856,800             Assumed cost under option B[footnoteRef:5] [5:  The cost of repair/restoration and monthly license fee.] 




Other considerations:	The property is currently fully fenced and patrolled by a contracted security company. King County will maintain these mitigations under either scenario. 

CIP/operational impacts:	Acquisition of the property would relieve the county of the terms of the License and a large scale hospitality remodel freeing resources for other needed uses. In the event that the County does not purchase this property Coronavirus Local Fiscal Recovery (CLFR) funds would be used to pay rent and repairs, pending determination of eligibility. Purchase of this property relieves the county of these costs and provides opportunity to utilize available CLFR funds on additional county efforts. 

Change in property use: 		No change at current time, property to remain vacant.

SEPA Review Required yes/no:	No SEPA Required

King County Strategic Plan impact:	The proposed purchase furthers the King County Strategic Plan goal of efficient, accountable regional and local government by relieving the county of liabilities associated with the License Agreement.

Equity and Social Justice impact:	In accordance with Real Property Asset Management Plan (RAMP) policies, the Facilities Management Division reviewed this legislation for Equity and Social Justice (ESJ) impacts. This location is in the city of Renton. This property is being purchased to relieve the County of liabilities associated with the License Agreement. The property previously operated as a hotel at this location, is currently vacant, and there are no known plans for the property to be used at this time. This purchase is not expected to impact low-income communities, communities or color or limited English proficient communities.

Marketing and Sale
Indicate whether the property was marketed or not, and if so, how it was marketed:
	[bookmark: Check1]|_|
	MLS

	[bookmark: Check2]|_|
	Commercial Broker

	[bookmark: Check3]|_|
	County Website (number of website views: _______________)

	[bookmark: Check4]|_|
	Social Media

	[bookmark: Check5]|_|
	Onsite Signage

	|X|
	Not Marketed (briefly explain) Off market transaction. King County is current lessee. No brokers involved. 




Appraisal Process
Summary 
Date of valuation:	June 2, 2023
Appraised by:		Peter Shorett, Kidder Matthews Valuation Advisory Services
Appraisal factors:	Hotel is presently vacant. Develop opinion of current value as- is, prospective upon completion of renovation, prospective value at stabilization. 
Comps analysis:	The aggregate performance of the subject and seven competitive hotels have been analyzed. During 2019, this market generated an occupancy rate of 72.0%, an average room rate of $158, and daily revenue per available room (RevPAR) of $113. Occupancy rates declined sharply in early 2020 with the outbreak of the pandemic but have nearly recovered, and room prices are approaching pre-pandemic levels. By fiscal year 2027, market occupancy is estimated at 75.0%, a market average daily rate (ADR) at $196, and RevPAR at $147.
Estimated FMV:	Prospective Value at Completion: $36,100,000 plus personal property $2,800,000 = $38,900,000. Current Market Value as is as of June 2, 2023:  $19,200,000. Current land value $13,500,000. 

Appraisal Summary Chart
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Vicinity View Map
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Parcel Map
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Real  Personal  Business  Total
Estate  Property  Value Asset

Prospective Value At Stabiization ~ $41,120,000 $2380,000 S0 $43500,000
as of June 1, 2026

Prospective Value At Completion  $35,100,000  $2,800,000 S0 538,900,000
as of June 1, 2024

Current Market Value As Is 519200000 s S0 $19.200,000
as of June 2, 2023

Current Land Value 13500000 s S0 $13500,000

as of June 2, 2023
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