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Address:		420 4th Avenue, Seattle, WA 98104
Cost Per Sq. Ft.:	$2.5 Million / 10,000 Square Feet
Estimated County 
Operational Costs:	$78,112 annually
Square Footage:	10,000 square feet 
Council District:	8 
Funding Source:	General Fund
Previous Owner:	Itchy ’N’ Scratchy, LLC     	

Purchase Synopsis:
The 420 4th Avenue Building is located directly south of the Administration Building, diagonally across from the King County Courthouse, one building west of the Chinook Building (411 Jefferson separates the two buildings) and convenient to the County’s Goat Hill Parking Garage.  The 420 4th Avenue Building is a three story standalone brick building that was built in 1924 and renovated in 2003.  The lot size is 4,260 square feet, the building is 10,000 square feet.  It has two entrances on Jefferson Avenue and one on 4th Avenue and is located to the north of the Pioneer Square Historic District. 

Context
Rationale for transaction:  The Facilities Management Division (FMD) is requesting appropriation to purchase this building and for it to be used as general office space in the short term.  The Fourth Avenue Building would provide office space in a convenient location and that is competitive with downtown rental rates. Purchase of this building is also advantageous in the long term as it contributes to a connection between the upper part of the County’s downtown campus -- spanning on Sixth and Fifth Avenues -- with the King County Courthouse on Fourth and Third Avenues. 

As part of the due diligence process, a Hazardous Building Material Pre-Purchase Survey and Phase I Environmental Assessment were completed and did not yield concerns.

Policy considerations:  Approving this legislation also is consistent with the Real Property Asset Management Plan (RAMP) policy of locating agencies within County owned buildings when economically justifiable.  In the short term, this acquisition will provide convenient and centrally located office space for County agencies with a need for space that would be otherwise satisfied through outside leasing.  In the longer term, this acquisition furthers the concept of solidifying a central downtown campus for the County.  Attached is a view of how this parcel fits into the concept of a downtown campus.

Political considerations:  Purchase of this building allows the County to concentrate its real estate within the downtown corridor and provides the County with an opportunity to improve the 400 block of 4th Avenue. 

Community considerations or partnerships:  Purchase of the building also continues the useful life of this 1924 brick structure.  

Fiscal considerations:  This appropriation request has three components: funds to purchase the building; funds for immediate improvements necessary for the County to safely manage the building; and funds for the operation and utilities of this building.  The purchase price of this building is $2,500,000. This price is in line with the appraisal valuation of $2,500,000 with most of the value attributable to the underlying land.  Information on the Capital Improvement Project (CIP) and operational impacts is included in the sections following. 

A net present value analysis was completed comparing a rental office space scenario and County owned office space scenario for the 4th Avenue Building tenant.  The analysis assumed using 20 year Long Term General Obligation (LTGO) bonds with debt service starting in 2016. It used market rates for avoided costs.  The analysis showed benefit in avoided lease costs and a Net Present Value (NPV) of $1.25 million when the building value is included.  The analysis assumes an occupancy date of January 1, 2016. 

Other considerations:  Purchase of this location provides an opportunity to develop this site for future County needs.	

CIP/operational impacts:  In addition to the purchase price of $2,500,000, the Capital Improvement Project has several components.  Costs associated with Due Diligence, Real Estate transaction work, closing costs, appraisal, and consulting contracts total $107,169.  General building tenant improvements, project management and 1% for the arts total $1,006,298. The tenant improvements planned for the building include improving the data/telecommunications in the building to County standards; installing King County security cameras and building controls; addressing current electrical and fire alarm concerns; relocating the gas meter and other small modifications.
In addition to the tenant improvements, there are staffing and operating costs associated with operating this building.  Funds needed for operating costs are also included in the appropriation ordinance.  The significant operating expenses for this building include utilities, custodial, security and maintenance and replacement.  Due to the small size of the building and its proximity to other buildings it can be staffed with a .50 FTE increase in Building Services custodial staffing.  FMD anticipates the building will cost $78,112 annually to operate.

King County Strategic Plan impact:	 Approval of this ordinance supports the strategic plan goals of exercising sound financial management planning for the long-term sustainability of County services. 

Equity and Social Justice impact:  Approving the appropriation for this legislation has a positive equity and social justice impact in that it allows the County to consolidate services at this convenient downtown location that is easily accessible by transit. 

Energy Efficiency impact:  One advantage of the 420 4th Avenue building is its closeness to the County Courthouse, Chinook Building and Administration Building which allows current FMD Building Services staff to maintain the building without travel costs.  There will also be minimal impact to agencies locating to this building if they are moved from one of the current downtown buildings.  This site is also convenient to the Goat Hill Garage which eliminates the cost for separate parking. 

Alternatives Analysis

Summary: FMD performed an analysis for this property.  The property is in a popular area and has good value which is likely to increase in the future.  Additionally, the price FMD would charge agencies for occupancy is competitive with nearby leased space.  These reasons provide positive rationale for the approval of this appropriation ordinance. 

Appraisal Process
Summary: The appraisal is $2,500,000 using the land value approach which was considered most appropriate for this parcel.  The land value of assembled property approach was also completed as part of the same appraisal.
Date of valuation:	December 22, 2014
Appraised by:		McKee and Schalka, State Certified General Appraiser
Appraiser:		Jim Greenleaf, MAI, AI-GRS
Estimated FMV:	$2,500,000.



Vicinity View Map

[image: ]



Parcel Map



Concept Map
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