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Address:		900 Oakesdale Avenue SW, Renton
Assessor's Parcel:	918800-0146
Zoning:		Commercial Office (City of Renton)
Council District:	Five
Declared Surplus:	December 13, 2013

Sale
Sale Price:		$5,550,000
Sale Area:		Site – 4.91 acres
	Building – 74,280 square feet (gross)
		70,238 square feet (net)	
Leaseback Lease
Leased Area:	12,265 square feet
Term:	10 years plus four five-year extension options
Rent Per Sq. Ft.:	$13.50
Operational Costs:	Pro rata share		

Property Summary
The subject property includes a 4.91 acre site improved with a 74,280 gross square feet three-story steel frame office building constructed in 1990. The site includes 425 parking stalls (6.1 stalls/1,000 square feet). The King County Department of Assessments (Assessor) currently occupies 12,265 square feet comprising one-half of the third floor.



Sale Summary
This location was declared surplus on December 13, 2013. A Notice of Surplus was circulated to County agencies, including the Department of Community and Human Services, for review.  No Notice of Interest was received in response to the surplus notification. The location is zoned Commercial Office (CO) in the City of Renton, with a 74,280 gross square foot office building on the site which was not deemed suitable for affordable housing.

The Purchase and Sale Agreement (PSA) provides for an “as is” sale with a cash price of $5,550,000, subject to approval by the King County Council. The PSA provides the buyer twenty business days for due diligence review and an additional five days to close the sale. The sale also provides for a leaseback of 12,265 square feet of office space (one-half of the third floor) currently utilized by the King County Assessor’s Office. 

The proposed buyer, UPI 900 Oakesdale LLC, is owned and controlled by Unico Investment Group LLC (Unico).

Leaseback Lease Summary
The Assessor currently occupies one-half of the third floor including 12,265 square feet of office space. The proposed leaseback lease will provide a ten-year term with four five-year extension options. Base rent is based on fair market rent of $13.50 per square foot, escalated annually by $0.50 per square foot, and reset to fair market rent every five years. The tenant also pays its pro rata share of operating expense. Parking rights include 75 stalls (6.1 stalls/1,000 square feet leased). The space is being provided on an as-is basis. To improve the property’s sale marketability, the lease is based on the standard lease form published by the Commercial Brokers Association which is recognized industry-wide for its completeness and reasonableness. The lease includes an Addendum which addresses specific County requirements such as rent adjustment, extension options, parking, self-insurance, anti-discrimination, etc. 

Context
Rationale for transaction:	This transaction fulfills one of the primary policy goals of the 2011 Real Property Asset Management Plan (RAMP), Volume II.  The 2011 RAMP called for major consolidation of offices and some specialty spaces throughout King County, reducing overall operating costs and energy usage, and providing for one-time revenues through property sales.  Vacating most of the Blackriver Building, and subsequent sale of the building, were part of the 2011 RAMP strategy. As the subject property is now surplus to the current and likely future needs of King County, the proposed sale will reduce operating costs and liabilities and provide one-time sale revenue to support other county needs. In addition, the proposed leaseback lease continues the Assessor’s existing services at this location on a cost-effective basis without the need to fund the cost to relocate or tenant improvements.  

Policy considerations	:	This transaction is consistent with the policy direction set forth in the 2011 RAMP.  While it is King County policy to own facilities it needs for purposes of operations, as opposed to renting them, given current and future anticipated operational requirements, this facility is no longer needed to support County services over the long term. Accordingly, further retention of this facility would result in additional operating expense and liability, as well as precluding the opportunity cost of the potential sale revenue. 

Political considerations:	There are no known political considerations for the sale of the building; however, the overall 2011 RAMP strategy called for the relocation of the prior King County tenant, the Department of Planning and Environmental Review (DPER), to the rural area now served by that department.  The original service area in Renton made sense many years ago, during the development boom in the urban areas of King County, and at a time when the department (formerly the Department of Development and Environmental Services) had 375 employees.  With the build out and annexation/incorporation of areas within the Urban Growth Boundary, DPER has shrunk over time, and now has only 88 employees.  The move to the Snoqualmie area has been highly successful.

Community considerations:	Due to changes in the Urban Growth Boundary, and the shift of King County regulatory work to the rural area, the community is better served by the current DPER location in Snoqualmie, rendering the Blackriver Building surplus to King County’s needs.

Fiscal considerations:	 This transaction is consistent with the policy direction set forth in the 2011 RAMP.  One of the primary purposes of the Near Term Move initiatives in the RAMP was to substantially reduce operating costs, which was achieved by vacating the Blackriver Building, and which will further be achieved by the sale of the building. Revenue generated by the sale may be utilized for other County purposes. Operating expense and related liability are shed by selling the facility. The property is converted to private ownership thus returning this asset to the tax rolls. Allowing the Assessor’s continued occupancy through this leasehold is cost effective and reduces the impact to customers and employees that a move to a new location would have. 	

Budget considerations:	In addition to the reduced operating costs cited above that are associated with the vacating and sale of the building, leaving the Assessor staff at this location via a new lease, is also cost effective. Continued occupancy at Blackriver avoids move costs.

CIP/operational impacts:	No known impacts.

Change in property use: 	Property will be converted to private ownership with continued utilization by the Assessor via leasehold occupancy.

SEPA Review Required: 	No.

King County Strategic Plan impact: Supports sound financial management and building the County’s long-term fiscal strength. 

Financial Stewardship: 	Vacating the majority of the building and selling assets no longer required keeps the county’s cost of doing business down.  The sale price is commensurate with the appraisal and the property is being sold to an entity, Unico, with solid financial capability.
 
Environmental Sustainability: Former DPER space successfully consolidated into a much smaller footprint, substantially reducing energy use.

Service Excellence: 		By vacating the Blackriver Building, DPER was able to move to the rural area which the department now serves.

Equity and Social Justice impact:  The move of DPER to the Snoqualmie area will allow all rural residents to more easily access services. 

Energy Efficiency impact:  	Sale of this building will allow the Facilities Management Division to reduce energy use.

Surplus Process
Interest from other county agencies?	No
Property suitable for affordable housing?	No
Property determined to be surplus?		Yes, December 13, 2013

Marketing and Sale
The subject property was professionally marketed by Cushman & Wakefield/Commerce Real Estate including distribution of sale material to over 2,300 potential buyers, advisors and agents. From this initial distribution, 563 prospects responded and 56 individual buyers viewed the initial marketing summary. Subsequently, 30 buyers executed confidentiality agreements required to review the web-based comprehensive due diligence information library. Tours of the property were conducted for seven buyers. Ultimately, purchase offers were received from five buyers. A second round of final and best offers was solicited resulting in four offers, including the subject best offer submitted by Unico. 
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Appraisal Process
Date of valuation:	Appraisal dated September 11, 2013 with a Date of Value of August 	29, 2013.
Estimated FMV:	$5,600,000
Appraised by:	Peter K. Shorette, MAI, CRE, FRICS of Kidder Mathews


Summary: 	The appraiser considered both the Income Capitalization and Sale Comparison approaches to value with primary emphasis placed on the Income Capitalization approach. The Income Capitalization approach concluded the following indicators of value:
			Direct Capitalization 	$5,700,000
			Discounted Cash Flow 	$5,600,000
			Income Approach 	$5,600,000

		The Sale Comparison approach is summarized below. The average adjusted price is $171 per square foot (PSF) ranging from $163 - $183. The most similar comparables are Numbers 1, 2 and 5 indicating values of $171, $172, and $168 PSF. Overall, the Sale Comparison approach estimated the value of the subject at:

		70,238 sf. @ $170 PSF (Stabilized)	$11,940,511 
		Say $11,900,000
		Less: Lease-up Costs	($6,240,000)
		As-Is Value	$5,660,000						Say $5,700,000
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