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Address		10808 NE 145th Street, Bothell
Sale Price		$4,100,000
Sale Area		2.86 acres (124,740 square feet of land, including 16,277 square feet of medical office building)
Assessor's Parcel	172605-9021
Zoning		Neighborhood Business, City of Bothell
Council District	One
Funding Source	General Fund/Health Department Fund
Declared Surplus	August 26, 2015
Offer Expiration	Purchase and Sale Agreement (PSA) executed on June 6, 2016.  The PSA Council approval contingency is satisfied if ordinance approving the sale is passed by October 4, 2016. The Council approval period can be extended an additional 90 days if necessary.  

Property Information
The parcel is located at the intersection of NE 145th Street and Juanita-Woodinville Way NE.  Access is from NE 145th Street; the parcel has about 290 feet of frontage on NE 145th Street. The parcel is improved with a 16,277 sf wood frame one-story medical office building built in 1993 and has 82 paved parking spaces. Approximately 6,400 sf of the medical office building is currently used by Public Health; the remainder of the building, approximately 9,877 sf, has not been in use since the end of 2012. The parcel is encumbered by a utility access easement along the eastern property line and an associated cell tower ground lease with a communication company, New Cingular Wireless PCS, LLC, which is effective through July 31, 2020. The cell tower was installed by New Cingular Wireless. The cell tower site consists of 630 sf of space for an equipment shelter and 9 sf of space for a monopole. The purchase and sale agreement includes an Assignment Agreement for the existing New Cingular Wireless lease and a short-term leaseback option for Public Health should relocation of those services not be completed at the time of sale Closing.

Context
In 1987, King County Ordinance 8196 authorized a proposition to the voters to approve a levy for the issuance of $99.8 million in general obligation bonds for a package of multiple health care improvements. The bond included $15 million for five regional health care centers and a satellite clinic in north King County that would become the Northshore Public Health Center (NPHC). The bond has since been retired. The NPHC property was purchased by King County in 1989. Approximately 6,400 sf of the 16,277 sf building is currently occupied by the Seattle King County Public Health Department. The following public health services currently provided at the NPHC--Women, Infants, and Children (WIC), Maternity Support Services, and Infant Case Management—will be provided at a leased property that will serve an expanded clientele draw area. Sale proceeds will be used to fund the continuation of King County Public Health services.   

Rationale for transaction:	The property is surplus to King County’s current and likely future needs, and sale of the property will not only reduce operating costs and liabilities, but will also provide one time revenues to support the provision of Public Health services. A Proviso Response to the 2015/2016 budget (Ordinance 17941, Sections 28 and 95) concluded that selling the facility is in the best interests of the County in terms of its financial impact and its potential benefit to clients of Public Health.

Public Health occupies a smaller footprint because of the consolidation of some Public Health services (such as Environmental Health) in other locations and a smaller role over the past two decades for some clinical services.  By moving to a new location, King County will incur costs only for the area it actually needs, approximately 5,804 square feet.

To ensure Public Health has adequate time to relocate to its new facility, this purchase and sale agreement includes a three-month leaseback agreement with two three-month options to extend the term. The short-term leaseback agreement becomes effective only if Public Health has not moved out of the Northshore facility by the time of sale closing. If Public Health is able to relocate before sale closing, the short-term lease back will not be executed.  

Sale of the NPHC property, relocation of the existing Public Health tenants (Council 2016-0388), and appropriation for tenant improvements in the new leasehold (Council 2016-0389) necessitate King County Council review and approval of three separate authorizing Ordinances.

Policy considerations	:	Given current and future anticipated operations, this facility is no longer needed to support Public Health or other King County operations and retaining the facility results in additional liability as well as lost opportunity costs. Selling the facility and moving to a more central location was identified as a preferred option in a Proviso Response to the 2015/2016 budget (Ordinance 17941, Sections 28 and 95).  

Public Health is moving to a leased property in the Evergreen Medical Center at 13030 121st Way NE, Kirkland which is located approximately 2.1 miles to the southeast of the property.  The new location is within a concentration of King County Public Health service partners including Evergreen Hospital Medical Center. That lease is being presented to the King County Council under a separate Ordinance (Council 2016-0388). The new location offers better transit connections and on-site parking. 

Political considerations:	The new location moves the Public Health Center from County Council District One to District Six. It is just across the district boundary, one block away from District One. Residents of District One will enjoy better access to Public Health services, because the new location offers better proximity to transit, highways, and other nearby services. In addition, Public Health will continue to offer services in District One at a satellite clinic in downtown Bothell at 10414 Beardslee Boulevard. 

Community considerations or partnerships:	N/A 

Fiscal considerations:  
Sale Proceeds:   The sale of this property will provide a one-time revenue of approximately $2,407,602 to improve the condition of the Department of Public Health Fund. The purchase price is $4,100,000. The first amendment to the purchase and sale agreement, executed 8/1/16, allows a $132,500 buyer credit for HVAC repairs and maintenance and waives buyer due diligence. The sale is also subject to deductions for tenant improvements for the new leased space at Evergreen Medical Center, 10% for the Arts, labor and service costs, broker commission, and a possible short term leaseback while tenant improvements are completed at Evergreen Medical Center as described in the attached fiscal note. There is a loss of revenue of approximately $53,000 associated with the cell tower on the site but this is offset by a savings in expenses related to maintenance and utilities of approximately $63,000 per year. 

Cancelation of HVAC Cooling Unit Replacement.  The HVAC cooling system replacement project (Council 18110, Project #1113123) was funded by the general fund with the understanding that this amount would be paid back via sale proceeds. The HVAC cooling system replacement was to be performed under County work order, but an opportunity arose during buyer due diligence for the County to transfer the work to the buyer at a cost savings for the County. The PSA was amended to allow a credit of $132,500 for HVAC repair and maintenance. The $132,500 will be held back from funds deposited by buyer into escrow at sale closing. The buyer credit relieves King County of the planned HVAC cooling system replacement. The fiscal note for this transaction provides details. 

Other considerations:	1) The purchase and sale agreement includes the option for the County to leaseback the NPHC on a short-term basis, should that be necessary, to allow time for completion of Tenant Improvements at the leased property where Public Health is relocating.  2)  The cultural and historic sections of the City of Bothell Comprehensive Plan were reviewed and found to have no historical or cultural data regarding the subject parcel.  The parcel is not on the “King County and City Landmarks List”. The King County Department of Natural Resources and Parks Historic Preservation Program researched available information, including the Department of Archaeology and Historic Preservation and King County’s ethnographic site database, and found no evidence that indicates the presence of archaeological deposits on the parcel or in its immediate vicinity.  

CIP/operational impacts:	Sale of this property will provide revenue and reduce operating expenses associated with maintaining this building.

Change in property use: 	The property is being sold. The King County Public Health services at the property will relocate to the Evergreen Medical Center at 13030 121st Way NE, Kirkland. The existing cell tower facility owned by New Cingular Wireless will remain on the property and that lease will be assigned to the buyer as part of the Northshore property’s purchase and sale agreement

SEPA Review Required yes/no:	Yes, a SEPA Checklist was completed. A “Determination of Non-significance” has been issued by the Facilities Management Division.

King County Strategic Plan impact:	This transaction supports the 2015 King County Strategic Plan Guiding Principle of Financial Sustainability and Goal of improving the health and well-being of all people in our community.  

Equity and Social Justice impact:	In accordance with Real Property Asset Management Plan (RAMP) Strategy 2.0 and 24.0, the Facilities Management Division and Public Health reviewed this legislation for Equity and Social Justice (ESJ) impacts. The NPHC is in the Waynita/Simonds/Norway Hill Subarea of Bothell. Public Health’s program at the NPHC is being relocated to an area further south with better transportation access. The Northshore property is being sold to a woman owned business and the use is consistent with the neighborhood zoning.  

Energy Efficiency impact:  Sale of this property will make a small reduction in the County’s energy usage as lighting, heating, and cooling will become the new owner’s responsibility. Energy usage at the Evergreen Medical Center, the new Public Health location, will be less than at NPHC because Public Health will only pay energy costs for the space it occupies.  

Surplus Process
Interest from other county agencies?	No.
Property suitable for affordable housing?	No.  The property was reviewed for affordable housing suitability as required by King County Code 4.56.070.C.1. Suitable for affordable housing means the parcel is located within the Urban Growth Area, zoned residential and the housing development is compatible with the neighborhood. The property was found to be unsuitable for affordable housing based upon King County Code 4.56.070.C.1. The “Neighborhood Business” zoning is intended to provide locations for retail and service businesses which serve the limited convenience shopping and personal service needs of the immediate surrounding neighborhood. The parcel is one of the few commercially zoned properties in the immediate neighborhood. Although not zoned “residential,” some very limited and specialized residential uses are authorized outright or under a conditional use permit.  These limited uses include adult family homes providing personal care and/or room and board for not more than six adults, dormitories, fraternities and sororities as accessory uses to an educational institution or a church, family day care, nursing homes, and specialized senior housing for persons 62 years of age or older. The limited and specialized types of residential uses authorized in the Neighborhood Business zone do not support the type of residential development authorized in an area “zoned residential” as contemplated in the test for affordable housing suitability in the code. After reviewing the Surplus Property Notice, the King County Department of Community and Health Services (DCHS) advised Real Estate Services, in writing, that it was not interested in the property for affordable housing.
Property determined to be surplus?		 Yes

Marketing and Sale
Indicate whether the property was marketed or not, and if so, how it was marketed:
	|X|
	MLS   

	|X|
	Commercial Broker 

	|X|
	County Website (number of website views:  372)  

	[bookmark: Check4]|_|
	Social Media

	|X|
	Onsite Signage  

	|_|
	Not Marketed (briefly explain)



In addition, the following organizations that King County contacted in 2013, when it was trying to find tenants for the building, received a copy of the property marketing material:  Swedish/Providence Medical Center, University of Washington Medical Center, Polyclinic Medical Center, North Urban Human Service Alliance, Hopelink, SeaMar Community Health Centers, National Alliance on Mental Illness, Sound Mental Health, Navos, and World Vision.

Three offers were received in response to the marketing effort, and the proposed buyer was selected as the best offer.

Appraisal Process  
Summary     Valuation:  The property, including the cell tower, was valued by the County’s appraiser McKee & Schalka at $3,850,000 on 7/9/14.  The valuation was reviewed and confirmed by John M. Ely a Washington Certified Real Estate Appraiser.  The property, including the cell tower, was valued by McKee Appraisal at $4,100,000 on 6/23/16.  The $4,100,000 valuation was reviewed and confirmed by Leslie Manning, a Washington Certified General Appraiser, on 7/28/16.  
Appraisal factors:  The sales comparison and income approaches were employed for estimating the value of the property. The reconciled value opinion for the property based on the sales comparison approach and the income approach resulted in a close range of $3,740,000 and $3,830,000, respectively. The final reconciled value conclusion for the property was $3,770,000 prior to the consideration of the cell tower lease. The cell tower lease was valued by the appraiser at $330,000. The total value of the property was determined to be $4,100,000. Cost approach was considered, but not employed because its reliability is reduced by the depreciation estimate associated with the older improvements.  
The sales comparison approach relied on four comparable improved sales and the subject pending sale to support market value opinion. The comparable improved sales were of medical office buildings or mixed medical/traditional office buildings similar to the subject property from 2014 to 2016. The reconciled market value opinion as indicated by the sales comparison approach was $230/SF or $3,740,000.

The income approach utilized the direct capitalization approach in the determination of a value opinion. The income data for the comparable sales utilized in the sales comparison approach reported net operating incomes in close range to the reconciled lease rate for the subject property of $20/SF/Annum. The value conclusion via the income approach utilized a cap rate of 7.5% and resulted in a value opinion of $3,830,000.

Appraisal Summary Chart

	 King County Department of Executive Services
Real Estate Services Section
Summary of Appraisal Report
Northshore Public Health Center
Parcel Location – 10808 NE 145th Street, Bothell, WA
Owner – King County
Appraiser – McKee Appraisal
Date of Value – 6/23/16


	
	

	Assessor’s Parcel Number
	172605-9021

	Land Area
	124,740 square feet

	Zoning
	Neighborhood Business

	Building Area, Usable
	16,277 square feet

	Construction
	Wood

	Parking
	82 paved parking spaces

	Quality
	Good

	Year Built/Renovated
	1993

	Condition
	Good

	Use
	Medical Clinic

	Effective Age
	15 years

	Remaining Economic Life
	25 years

	Ownership Interest Appraised
	fee simple

	Market Value Conclusion
	$4,100,000

	Date of Report
	6/23/16





Vicinity View Map


Parcel Map
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