I ENES SLELLEETE T e, ! =1-

PEnuS T (=4

Bl LI REAP 6
s mmay

N ’ I-5 Lid Feasibility Study

w

Real Estate Market Scan

October 2019

Cﬁls City of Seattle




I-5 Lid Feasibility Study

Real Estate Market Scan
October 2019

Prepared for: Prepared by:

Q‘Ils Office o Planning & \\ \ I ) ‘HR&A HR&A Advisors

Community Development




PURPOSE
EXECUTIVE SUMMARY

COVIBR19 Context

COVIELY has significantly impacted socioeconomic market conditions and the commercial and residential property sectott sinaklysis was developed. The evaluation
provided in the economic and financial analysis of this study was based @QW¢E19 market conditions but was developed bdsn historicatrends that capture multiple full
economic cycles. As stated in the key study assumptions of the LFS Summary Report, by the time the lid is assumedsbusttoncm 2030 it is anticipated that the Seattle
market would have gone through one or mdtdl economic and development cycles, thus capturing those-tange economic trends in the study design.
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PURPOSE OF THIS ANALYSIS

This real estate market scan informs the creation of development program test cases fey L |
Feasibility Study (LFS) regarding assumptions around development scenarios where conceptually
the private sector would contribute as an agent for lid development (Test Cases 2 and 3).

Assess Market
Conditions

A Understandcurrent
market performance
throughout the
project area
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Estimateprojected Generale Market Refine Scenarios & 0 =CONOMIC

potential to capture Scenarios ekt (Reealiyy Feasibility Analysis

demandin the project
area

Develop assumptions
to evaluate the
financial feasibilityof
development on a
future lid
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EXECUTIVE SUMMARY

MARKET CONTEXT

A Seattle is experiencing itsost rapid period of population growth since the Klondike Gold Rsid has
been the fastesgrowing big city in the U.S. since 2010.

A Regional growth has been fueled by job grovth & A U K
22040 lyydzdtte &Ai
Ay NBGFAE FYyR K24alLd

A Seattle has rapidly added new housingccommodating population growth during the past decade, but
housing production lags job growtRents in the city, particularly in the Downtown Core*, have risen
steeply since 2010.

Seattle is outpacing recent projections for growth, both in housing units added and jobs didladedy

three years, between 2015 and 2018 the city achieved more than one third of ity growth
projections.[ 221 Ay 3 I KSFRXE {SFOdfSQa LI2LIzZ FGA2y 3IANRGIK
sustained at close to 2015 rates through 2040.

Ms26yli2ey | 2NBé Aa dzZASR Ay (GKA& R20dzySyid (2 RS&AONAROGS (inkodn RethilCyre, st Hill, CapifoHill! SNhiLaké @niny, #htl DEBny F 2 NJ S| OK £ I
Triangle neighborhoods in Seattle, Washington.
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EXECUTIVE SUMMARY

RESIDENTIAL MARKET FINDINGS

A During this cycle, a preference for urban living and job growth in the Downtown core has fueled the
primary study area becoming the fastegfrowing apartment submarketn the Puget Sound region.
However, as the apartment market in the urban core becomes saturated with units, developers are
increasingly looking to outlying market®r new opportunities.

Although household growth in the city is expected to slow over the next ten yement rezonings

position the primary study area for continued multifamily development, particularly to the east of
the I-5 lid study site.

TheodzZA f R 2dzi 2 F { 2 dzy\Ra the BastLiaki DoRrtowd F¢ednﬁoﬁdEIL|I<ik,| Northigatef
Link, and Lynnwood Link Extensions, and | 1 2y Qa O2YYAGYSyida F2N ySI N
space in Downtown Bellevuarelikely to support new multifamily deliveries and rent growth

within the tertiary market area.

With modest capture rates that account for demand for new multifamily units, the lid would be able
to support between 800 and 1,200 markeate rental units.
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EXECUTIVE SUMMARY

OFFICE MARKET FINDINGS

A Overalljob growth, particularly in healthcare, tech, and information, will generiaiereased demand
for office space, likely outpacing citywide and regional goals/metrics.

A Class A inventory in the primary study area has grown by 25% in the past five yeadealiitimg
vacancy, robust rent growth, and consistent absorption

A The pipeline will add up to another 7M+ SF of Class A office space in the primary study area. This
amenity-laden developmenﬂ G0N Ola KAIK NByila I'yR GUSOKE I YF
Competing space in regional submarkets replicates these conditions, to some extent, through
delivering office space as part of larger mixesk districts.

A A significant share of large lease transactions has occurred recently in Bellevue; office development
within the I5 lid study site will facancreasingly competitive regional submarkets

A With capture rates of 10 to 15% of the demand in the primary study dnedjd could support 3 to 4
office buildings,or 1.21.8M SF, between 2035 and 2045.
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EXECUTIVE SUMMARY

RETAIL MARKET FINDINGS

w Thecharacter of existing retail in the study area variewith destination malls and department
stores to the west of-b in the Downtown Retail Core, and specialty stores and food and beverage

to the east of {5 along the Piké’ine Corridor.

w Newly constructed retail throughout the study area is primarily neighborhosdrvingfood/
beverage and convenience retail, with some destinations throughout.

w Theremay be opportunities on the lid for visitoserving, experiential retaifor conventioneers.

w Thecharacter of retail should vary in different parts of the l@ahd be concentrated in the areas
In which it caramenitizedevelopment serving lid residents, employees, and potentially
surrounding communities.

w Based on w g !reQidential and office demand findings, demand for retail on the lid could range
between 130k and 200k SHepending on the amount of residential and office development.
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EXECUTIVE SUMMARY

HOSPITALITY MARKET FINDINGS

A The volume of hotel development in the past two years indicate a response to the limited inventory
change between 2010 and 2016. As a readtupancy rates have declined slightlgndADR is

stabilizing

A Mixed use residentiahotel developmentcomprises a large portion of the pipeline and may indicate a
shift towards this typology.

A There is a significant number of hotel rooms in the pipeline over the next five years. While hotel
development is likely leveling off in the nel@rm, by 20352045, there could badditional demand

driven by new office space and growing tourism

A Preliminary conclusions suggest that the lid could support #@8l to 600 hotel rooms between 2035
and 2045.The 400 to 600 rooms could potentially be distributed between larger, busimeéssted
hotel and a smaller, leisui®cused hotel.

A This analysis uses current market data, which includes the impact of Airbnb or similashaoimg
platforms; it does not account for unanticipated policy changes.
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EXECUTIVE SUMMARY

POTENTIAL MARKET RATE DEVELOPMENT PROGRAM RANGES

The lid could potentially support up to 1,200 markate residential units, 1.8M SF of office, 200k SF of retall,
and 600 hotel rooms.

Potential Development Prograf  Low-end range of Market Capture High-end Range of Market Capture

Residential (marketate rental)* 800 units 1,200 units

Office? 1.2 M square feet 1.8 M square feet

Retaif 130,000 square feet 200,000 square feet

400 hotel rooms 600 hotel rooms

Hospitality4

Note: All numbers are not adjusted to account for the existing pipeline. Future pipeline and churn will also meet aleharmdofThese numbers do not include affordable housing units.

1. HR&A has tested lid capture rates for residential of 3.0% for the primary study area, 1.5% for the secondary studyCaBafaritie tertiary study area.
2. ¢KS 2FFAOS AR OFLIIdzZNBE NI GS NIy3IS Aa | LINBf A YAyl Nandbeaknasyes far 8ffice dededpiners within iR oh 64 af the2pyinhafy st@igzR 3
area, available land area, and other factors.
3. Retail demand is calculated as 7% of the total potential residential and office program. HR&A has applied historicalesioreeil deliveries and office and multifamily deliveries in the study area
(70 SF of retail per 1,000 SF of office and multifamily development) to the lid program.
. The lid capture range for hospitality is based on the office lid capture rates. The preliminary conclusion that thedigyeotild larger businessriented hotel and smaller leisufecused hotel is based
on an estimate of the current proportion of business to leisure travelers.
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REGIONAL CONTEXT

Seattle is experiencing its most rapid period of population growth since the Klondike Gold Rush and
has been the fasteggrowing big city in the U.S. since 2010.

City of Seattle Population, 19002018
1,000,000

900,000 Amazon Boom
|

800,000 Boeing  Microsoft |

700,000 Boeing Boom Bust Boom

A A A
600,000

>00,000 557,100 563,400 608,700

516,300
493,800 1
400,000 Gold Rush Era

300,000 A ‘ 368,300

200,000

100,000
0

237,200
80,700

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2018

Source: (U.S. Census Bureau, 20X@)y, 2018) Note that the Guy (2018) Seattle Times article references U.S. Censusuigtariing Seattle
againstthe 50 largest cities in the U.S. based on population.
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REGIONAL CONTEXT

The region is home to large employment anchors across diverse industries.

FORTUNE 500 COMPANIES
MAJOR REGIONAL EMPLOYERS HEADQUARTERED IN SEATTLE

Regional Employment:

@__HHEI/VE 70K amazon

Regional Employment:

) 53K
Seattle Employment:

amazon 45K Alaska Air Group

"
——— Regional Employment:; EXpEdltOfSE
mm Microsoft 51K A\ Weyerhaeuser

Regional Employment:
W
UNIVERSITY of WASHINGTON 47 K 0

Source: (Crowe, 2016); The Seattle Times ((Fdrfune, 2019)
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REGIONAL CONTEXT

Seattle has seen significant job growth in the past ~10 years, adding more than 17,000 jobs per year
on average since 2010.

City of Seattle Total Employment (206D 18)

-0.82% +3.34%

Employment CAGR (202010) Employment CAGR (202018)
700,000 ( | I

\

500,000 — 602,142

N
502,832

400,000 462,985

Total Jobs

300,000
200,000
100,000

&
'LQQQ ’LQ’Q\/ ’LQQQ/ ’19& N @Q’% ’LQQQ) 'LQ& @Q’% 'L°°q ’LQ’\’Q @0

Source: (Puget Sound Regional Council, 2017a)
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Jobs Added by Industry in Seattle, 2010 -2017

Percent of

City of S ttl eds
Job Growth 27% 14% 13% 12% 12% 6%
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Source: (Puget Sound Regional Council, 2017a).
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REGIONAL CONTEXT

Seattle is outpacing recent projections for growth, both in housing units added and jobs added post
Recession. In only three years the city achieved more than one third of-ytsa&2Qyrowth
projections.

Citywide Housing Units and Job Goals
140,000

120,000 115,000

100,000
80,000
60,000
40,000

20,000

0
Housing Units Added Citywide Housing Jobs Added Citywide Job Growth

20152017 Growth Target fo2035 20152017 Target for2035

Source: (Office of Planning & Community Development, 2019)
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REGIONAL CONTEXT

However, housing production consistently lags jobs added, with approximately 2.5 jobs added for
every housing unit between 2010 and 2018; in 2018, the overaliti®using ratio was still 1.69.

Jobs to Housing Units Added in Seattle, 264018
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Source: (Puget Sound Regional Council, 2017a); ( Seattle Department of Construction & Inspections, 2019)
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REGIONAL CONTEXT

[ 221 AY3 I KSFRZ {SIFOGfSQa L2LzFGA2Yy IANRPSGGIK Yl
sustained at close to 2015 rates through 2040...

Historical and Projected Indexed Population Growth, 262040

/ Regional Population

Seattle Population

4 King County Population

=

2010 2015 2020 2025 2030 2035

o
—
o
N
S
o
>
@)
E
o
P
O
o
Q
X
@)
o
£
o
=
s
>
S
)
@)

- Seattle Population ==King County Population ——Regional Population

Source: (Puget Sound Regional Council, 2017a)Note: Actual data through 2015; projections from 262840.
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REGIONAL CONTEXT

XgAUOK NBIAZ2YlIEf K2dzaSK2fR 3ANRGOGK | OOSt SNF Ay 3

Regional Forecast: Households and Jobs
Avg. Annual Growth Rate (202015) Avg. Annual Growth Rate (202035)
+1.1%Households) +1.4%Households)

+2.2%0bs) +1.3%Jobs)

\

el eR

2010 2015 2020 2025 2030 2035
m Households = Employment

Source: (Puget Sound Regional Council, 2017a)
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REGIONAL CONTEXT

As the economy and population have grown, Seattle has also seen record high tourism and visitor
spending in recent years.

Overnight Visitors and Visitor Expenditures in Seattle/King County

21.3M
$7.8B

2016 2017

mm Overnight Visitors —Visitor Expenditures ($B)
Source: (Visit Seattle, 2019)
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LID STUDY SITE CONTEXT

The 15 lid study site is situated between the Downtown Retail Core, South Lake Union, Capitol Hill,
and First Hill, each neighborhood differing in urban scale and experience.
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LID STUDY SITE CONTEXT

The 15 lid study site is located within blocks of retail, employment, and hospitality centers: the
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LID STUDY SITE CONTEXT

Several planned and ongoing projects, such as the Convention Center addition, will transform the
context of the 15 lid study site.

A The $1.8billion renovation will add 255K SF of
exhibition space, 125K SF of meeting rooms, and
60K SF of ballroom space, potentially driving an
Increase in business visitors.

Washington State Convention Center will sell rights
to a 29story apartment building and 1étory office
tower to a private developer.

A The adjacent 1,30@bom Hyatt Regency opened in
December 2018.

--' a"'l]' e
U {1’8!

Washington State Convention Center Addition
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LID STUDY SITE CONTEXT

To the southeast of the3 lid study site, the Yesler Terrace redevelopment reimagines its site as a
mixedincome, mixeeuse community.

A Development on the 3@cre site will replace the
561 original units at 30% AMI and create up to
1,100 new lowincome units; additionally, there will
be approximately 3,200 markeate rentals.

To finance the project, Seattle Housing Authority
sold portions of the site to private developers and
negotiated affordable housing requirements

0KS / Al&Qa NMzZ S

The development will bring 16 acres of parks and
open space, in addition to a new streetcar line.

Yesler Terrace Redevelopment
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LID STUDY SITE CONTEXT

Waterfront Seattleisamul® SI NE PtHna LINPINIY (2 OGNFYya¥Tz2NYy
and improving public space, improving connectivity, and enhancing infrastructure.

A Waterfront Seattle projects include: demolition of
Alaskan Way Viaduct; construction of a park
promenade and a new surface street along Alaskan
Way; an elevated connection from Pike Place
Market to the waterfront; and improved eastest
connections between Downtown and Elliott Bay.

Key partner investments in the waterfront include
LINP2S004a &4dzOK | BafketFrant S t f |
{SFOGOGtS ! ljdzZ NAdzyQa hOSIl Yy
Multimodal Terminal at Colman Dock Project.
A To date, the project has generated $1B+ in private
Seattle Central Waterfront Revitalization Investments.
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PROJECT CONTEXT SUMMARY

Seattle is experiencing its masipid period of population growthsince the Klondike Gold Rush in the early
200 century. However, the rate of populatiagrowth in Seattle is expected to slow over the next ten years
while regional growth is projected to sustaiat close to its 2015 growth rates through 2040.

The region is supported Bsirge employment ancha, and Seattle is the home to numerous Fortune 500
companies. After a period of stagnant employment growth between 2000 and 2010, Seattle has entered a
period ofcontinued job growth with 3.34% average annual increase in employment per year since 2010.

Housing unit delivery has not kept pace with job growttvith approximately 2.5 jobs added for every

housing unit between 2010 and 2018 and an overalljobBousing ratio of 1.69 in 2018. Nonetheless,

housing production is catchingupinthepestS OSaaA 2y LISNAZRY aAyOS LJzoft AC
housing goals, Seattle hakeady achieved onghird of its planned 20year growth

The 15 lid study site is adjacent to kestail, employment, and hospitality centerand is situated at the

nexus of distinct neighborhoodsDowntown Retail Core, South Lake Union, Capitol Hill, and First Hil. The |
5 lid study site will be affected by seveaaigoing, transformative projectssuch has the Convention Center
addition, Yesler Terrace redevelopment, and Seattle Waterfront revitalization.
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RESIDENTIAL: STUDY AREA

The primary residential study area is Downtef@acused, and includes South Lake Union, Capitol
Hill as far east as 15th Ave., First Hill, Yesler Terrace, Downtown, and Belltown.
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RESIDENTIAL: STUDY AREA

The secondary residential study area encompasses the entire city of Seattle excluding the Primary

Study Area.
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RESIDENTIAL: STUDY AREA

A tertiary study area includes cities outside of Seattle with concentrations of recent multifamily
development activity: Bellevue, Redmond, Kirkland, and Shoreline.
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RESIDENTIAL: EXISTING CONDITIONS

The number of households in the primary study area mcreased by 43% between 2010 and 2017,
GAOUK | yydzZf K2dzaSK2fR ANRPGGK AY (GKS LINRAYIF NE

Household Growth, 2012017

CAGR: +2.1%
282,700

244,000

CAGR: +2.0%

149,900
130,900

CAGR: +5.3%

38,400 -55’100
Primary Study Area Secondary Study Area Tertiary Study Area
®m 2010 Households = 2017 Households

SourcegEsri Business Analyst2019a)
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RESIDENTIAL: EXISTING CONDITIONS

The primary study area has a far greater percentage of renter households than the secondary and
tertiary market areas.

Owner vs. RenteOccupied Housing Units, 2017
282,800 HH

149,800 HH

55,100 HH

Primary Study Area Secondary Study Area Tertiary Study Area

B Owner-Occupied Housing Units m Renter-Occupied Housing Units

Source: (ESRI Business Analyst, 2019a)
1This report analyzes multifamily rental market supply and demand only; HR&A did not study-aalefproduct such as condos.
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RESIDENTIAL: EXISTING CONDITIONS

The primary study area also has a greater share of its housing units in large, 50+ unit buildings than
other study areas, reflecting its urban context and recent development.

Percentage of all Units (Renteand OwnerOccupied) by Number of Units in Structui
2017

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Fewer than 20 units m 20 to 49 50 or more

Source: (ESRI Business Analyst, 2019b)
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RESIDENTIAL: EXISTING CONDITIONS

The primary study area is attracting educated millennials who aesnitizedurban
YVYSAITIKOZ2ZNK22Ra YR LINBREAYAUe U2 YlIye 2%

YOUNG EDUCATED HIGHEARNING

Age Distribution Bachelor's Degree or Higher Individual Income > $75,000
66% 69%

34% 33%

1 N

City of Seattle Downtown Moved City of Seattle Downtown Moved City of Seattle Downtown Moved
Population  Population  Downtown Population  Population = Downtown Population Population Downtown
within Past within Past within Past

Year Year Year

Under 18 m18-34 m 35-54 m 55+

Note: Downtown Seattle is defined here as the neighborhoods of First Hill, Yesler Terrace, Downtown, Belltown, South laakkQagitol Hill as far east as1Street.

Source: (U.S. Census Bureau, 2017a)
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RESIDENTIAL: EXISTING CONDITIONS

The primary study area contains approximately 47,000 multifamily units, with 19,000 (42%) of all
units delivered since 2013.

Primary Study Area Multifamily History
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Source: (CoStar Group, 2018)
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RESIDENTIAL: EXISTING CONDITIONS

The secondary and tertiary study areas are also experiencing periods of growth that began in 2013,
with average annual net absorption doubling in both study areas from between 2010 and 2013 and
between 2014 to 2018.

Secondary and Tertiary Study Area Performance

Avg. 1,700 units 4,000 units

Annual Net _ _
Absorption 700Aunlt8 1,40)? units

r |

5,000
4,000
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2,000
1,000
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@\0 ’19\/\/ 'L& '9\’% ’LQ\’D‘ ’19\/6 '@6 ’)9\:\ '9\’% ’LQ’@

B Secondary Study Area Deliveri@sSecondary Study Area Net AbsorptianTertiary Study Area Deliveriem Tertiary Study Area Absorptic

Source: (CoStar Group, 2018)
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RESIDENTIAL: EXISTING CONDITIONS
A
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RESIDENTIAL: EXISTING CONDITIONS

2 KAES OKS NBIAZYQAa NIYLIAR NBYyGdG INRPGgOK KI a
growth throughout the region, most prominently in the primary study area.

Average MonthlyMultifamily Rents Per Square Foot in Comparative Areas

/

e

$1.47

’]9\9 @0 ’19\} ’)9\?) '@b‘ 'L& ’)9@ ’LQ’\:\ '9\’% m@q

—Primary Study Area Rents ——Secondary Study Area Rents Tertiary Study Area Rents

Source: (CoStar Group, 2018)
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RESIDENTIAL: EXISTING CONDITIONS

Within the primary study area, different neighborhoods command a range of multifamily rents, with
Downtown multifamily rents about 20% higher than Capitol Hill rents.

Average Monthly Multifamily Rent Trends in Primary Study Area Neighborhoods

Q N 92 > B \e) © A > W)
N Mg N N NS N N Mg N oM
--- Primary Study Area Average Rents—Capitol Hill Rents Downtown/Belltown Rents

South Lake Union Rents ——First Hill/Yesler Terrace Rents
Source: (CoStar Group, 2018)
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RESIDENTIAL: EXISTING CONDITIONS

nm> 2F {SFGOGEtS NBYUSNB aLISyild omx: 2N Y2NB 27
while a lower share of renters in most cities in the tertiary study area are rent burdened.

Percentage of Renters Experiencing Rent Burden, 2017

23%
] 17%

Bellevue Kirkland Redmond Shoreline Seattle

m Renters Paying More Than 30% of Income on Rent ® Residents Paying at least 50% of Income on Rent

Source: (U.S. Census Bureau, 2017a)
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RESIDENTIAL: EXISTING CONDITIONS

The primary area has seen recent deliveries in all of its neighborhoods, with a particular
concentration of new apartment buildings in South Lake Union.

Legend

B 15 Lid Study Site

Primary Study Area

' Recently Built Multifamily
(2017%2019)
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RESIDENTIAL: EXISTING CONDITIONS

Mid-rise residential projects are located throughout the study area, while-hgghconstruction is
primarily locating Downtown and increasingly in First Hill.

Highrise Multifamily Pipeline Projects within
Primary Study Area
First Hill/Yesler

Terrace Downtown/
15% Belltown/
Denny Triangle
South Lake 63%

Union
22%

. ==
o e

Kiara Apartments; Denny -~ NJagl1] =22 3
Triangle/Downtown : Sitka Apartmients, Southt ake Union
o - Mid-rise Multifamily Pipeline Projects within

HighRise (12+ stories) Mid-Rise (512 stories) Capitol i mary Study Ar%%\,\,mown/
New Construction New Construction 21% Belltown/
Denny Triangl

Developments 60 Developments 57 16%
(2018¢ Pipeline) (2018¢ Pipeline)
Units 20,000 Units Solljgilol;]ake
(2018¢ Pipeline) (2018¢ Pipeline) First Hill/Yesle -
Terrace
24%

Source: (Downtown Seattle Association, 2019) Note: Pipeline Data, 2019
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RESIDENTIAL: EXISTING CONDITIONS

Although rents to the east of3 are lower overall than to the west, recent Capitol Hill and First Hill
deliveries include ultrduxury buildings.

B gay
- [——
=

Rl

z:E-é’ g:/ 5.-/ £ .-t/; %% A
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==
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R 802 E. Thomas Street (201
: _ % {i‘? 1A T I RO T o T e 70 units/7 stories
275 units/7 stories -e s _ Vﬂ '}g{ P~ W4 $3.14$3.46 PSF

g5
il
bon
IE!S

$3.61:$3.81 PSF

1820 Boylston Way (218
55 units/8 stories
$4.08%$5.70PSF

SVLLELLEEEL |
St

BERRETT]

Tower 12 Apartments (2017) =\\ ‘$d e b o R RS R T L =
314 units/34 stories N8 ;:: 2 i f 019
$3.95%$4.14 PSF o \\C ':-;"', L Bl A

. ‘ _! [ 3 ll‘
—-%I!: L ¥ D # 3 Ei
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RESIDENTIAL: EXISTING CONDITIONS

The 25,000 pipeline units in the primary study area would double area inventoihd btudysite-
adjacent pipeline projects include a number of higge projects in Denny Triangle and First Hill.

Nexus Apartments
1,000 units/Two 4&tory
towers

Legend

I-5 Lid Study Site

Primary Study Area

SRR '\}'\'\““.‘\‘-'\.\.‘:;;;.‘\;‘\:3_\'
SEEAERLLRURURNRARERERERESS

5 | i EER Proposed and U/C
IR O R ol S iy |

4 " = § - i ,;_ A% : A _\j" :v e 3 T ‘dl :‘ 5 .! " :‘ 7:":’. ‘i ’ s 1] o
i k A ‘_‘\ﬂ“,-“' : Fa SNk ' A J i "r - e
: = - 1 N LN A ':{ o-l ¥ , ;‘: ’ ‘r\ \.. ‘“ i ; ‘ : » M i o
' 5. AFS bt A S DY 21 ultifamily (20172019
920 Olive W. Pt @ a-p) Pt W TR A )
404 units/29 stories o\ ","?!"‘ﬁ'l; L e @ o KR -. 548 units/42 stories
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RESIDENTIAL: EXISTING CONDITIONS

Within the tertiary area, recent deliveries and pipeline projects are concentrated in Downtown
Bellevue and Downtown Redmond, both of which are key regional office nodes. With recent

rezoning and a large office pipeline, Downtown Bellevue is likely to grow as a multifamily center.

: Downtown Redmond
Shoreline

221 units/6 stories
2.48$3.00 PSF

195 units/6 stories
$3.12%$3.45 PSF

Legend

Tertiary Study
Area

Recently Built

Multifamily
(20172019)
_ e il - Proposed and
Q. = = 5 . (901 u/iC
VodaApartments (2018) Arra_s (2019-) Multifamily
128 units/40 stories gl it 21l S

e AP D 48354 09 P

218 units/40 stories

4554 D

$2.52$2.91 PSF (20172019)



RESIDENTIAL DEMAND

Residential demand analysis sizes and assesses the target market to guide recommendations.

1. INCOME QUALIFICATION 2. TURNOVER BY TENURE 3. SEGMENTATION

«lJse Market rate rent and «lUse mobility dataAmerican wlJse demographic da_ta to
average unit size data Community Survéyo segment the population by

(CoStay identify incomequalified age, income, tenure,
K2dzaSK2f Ra aAy| turnover, and building type
for new rental and foisale within each study area.
residence within each study
area.

uDetermine required income
for market rate units using
the assumption that a
household will spend
between 20% and 30% of
Income on rent

oFilter study area households
by required incomeKsr)
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RESIDENTIAL DEMAND

HR&A segmented households in the market, based on income, preference, and turnover rates to
determine multifamily rental demand in the three market areas.

. TOTAL HOUSEHOLDS IN STUDY AREA
Primary Catchment (CURRENT + FUTURE HOUSEHOLDS)

Income
Qualification XWHOFALIWITHINTHEPROPOSHEHNCOMBRANGE

X221 h !'"w9 w9b¢9w({

X21h [L£9 Lb a'![¢LC'alL[, .!L[5LbD{

' ' Multifamily Rental Demand in 2017

1$3.21 avg RentPSK 690 SFAvg Unit Sizex 12 months=$27,500year rent; $89,000-$125000householdincomerequiredto afford marketrate rentsassuminghat lessthan 30%andmore than 22%of
incomeis spenton housingcosts Becauséhis modeluseshouseholdfigures(i.e., occupiedhousingunits) rather than housingunit figures,vacancyis not a variablein determiningsupportabledemand
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RESIDENTIAL DEMAND

Cumulative demand for rental units in the primary study area during assumed project construction
years is about 15,000 units.

ANNUAL DEMAND SUMMARY
Primary Study Secondary Study Tertiary Study
Area Area Area
Eligible Households (2017) 11,600 HH 59,700 HH 34,500 HH

Renter Estimate (% of Income Eligible HHS 79% 46% 40%

Turnover Rate for Renters by Afea 21% 21% 21%

Preference for Urban Multifamily Housing
(based on age of eligible househofds)

Total Rental Demand in 2017 1,000 HH 3,000 HH 2,746 HH
CAGR (2012045} 1.4% 0.6% 0.9%
Cumulative Rental Demand (2039045) 15,500 units 38,200 units 20,200 units
Average Annual Rental Demand (202545) 1,400 units 3,500 units 1,800 units

1(ESRI Business Analyst, 2019a)

2For all three study areablR&Auses the rate of renter household turnover in King County in 2017 for all households that moved elsewhere within Kin@Qéuiityis turnover rate has trended

down from 24% since 2010, and we would anticipate that this downward trend may continue as the recent market is likghpenhigh

3(Urban Land Institute2015)

4 wg! dzaSR ht/5 K2dzaAy3d LINB2SOlA2ya FT2NJ unop | yR | LILX deB2R10 érid 3011 oNMtN e ybERs. Asdataiit &xplansidi oRs! &3 & G 2 N
household growth assumptions is included in Appendix 1.

54% 51% 53%

HR&A Advisors I-5 Lid Feasibility Study49



RESIDENTIAL DEMAND

With conservative capture rates that account for demand for brand new product, there could be
demand on the lid for up to 1,200 markeite units.

Primary Secondary Tertiary
Study Area Study Area Study Area

'800-1,200 units

Potential Lid Capture Rate ~ 3.0% 1.5% 0.5% POTENTIALOTAL LID CAPTURE,

20352045

Cumulative Lid Capture

(20352045) 470 units 570 units 100 units
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RESIDENTIAL: KEY MARKET FINDINGS

AS5dzZNAY3I GKAA OeOf ST | LINSBTFSNBYOS FT2NJ dzNb |y ¢
has fueled thgrimary study area becoming the fastegfrowing apartment submarketn the
Puget Sound region. This decade has also seen a divergence in rents between the Downtown
Core apartment market and the surrounding region, with far higher rents than the city and
surrounding areas.

A Howeverhigher vacancy rates in the primary areand faster-growing rents outside the city
could suggest that development dynamics are shifting. As the apartment market urliha
core becomes saturated with unitsdevelopers are increasingly looking to outlying markets for
new opportunities.

A Although growth in the city is expected to slow over the next ten yearentrezoningsposition
the primary study area for continued development, particularly to the east of th8 lid study
site.

A With modest capture rates of the demand across the three study atbadid study site could
likely support between 800 and 1,200 markeate unitsbetween 2035 and 2045.
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PURPOSE

EXECUTIVE SUMMARY

PROJECT CONTEXT
MARKET CONTEXT
STUDY AREA CONTEXT

MARKET SCAN

RESIDENTIAL
OFFICE
RETAIL
HOSPITALITY
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OFFICE: STUDY AREA

The primary office study area incorporates Downtown Retail Core, the Central Business District, the
Central Waterfront, South Lake Union, and a portion of Capitol Hill eai. of |

Legend

S
SEVE AN et TR L N

SRR B 15 Lid Study Site

i Office Primary Study
i% ff Area
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OFFICE: STUDY AREA

The secondary office study includes Renton and the Eastside submarkets of Kirkland, Redmond, anc
Bellevue and all of Seattle.

7y

- -~
A v

o *uhe

“"- L -‘. " o . F

Bt
¢ % < o
: (.: 3 R ’ )i i
’ .,;“" : ». , P
A *-.fff??,,l i b B, %
S SN (e
f, " Fotdi L - >
8 }
' " 5 o
> _'8 -~ <5
&) .'4(%\‘ J?» &’
| - : | iix\n 4 > i P Py
e < Legend ¥,
ALp A ' * .
o "i‘ﬁi&e”. » ; _ Py
35 Al Office Secondary Study._
F % AP ‘. 5 o
T pLYE = 4 A a ¥
i - “5 a ‘.‘:l( w . ‘v' ¢ - i
’ et P '} )y
. A R : '; ,l — 5
SN -
e ¥ B &
! W %
p :
. & oyt
= ) NI ! il
Y b 3 L
' ’ ) ’ X “- -
f W oS P
It" N

HR&A Advisors ' -5 Lid Feasibility Studyg4



OFFICE: EXISTING CONDITIONS

In both the primary and secondary study areas, the number of jobs has grown. However, the
primary study area share of jobs is decreasing.

Number of Jobs in Primary and Secondary Study Areas ., Avg. Annual Growth
900,000 826812 2>°7° Rate (2012015):

800,000 2.6%
727,510 25.0%

700,000
600,000 24.5%
500,000

24.0%

400,000
300,000 23.5% Avg. Annual Growth
, 198,467 ;
200,000 Rate (201;2015)
23.0% 1.5%
100,000
22.5%

0
2010

B Primary Study Area mm Secondary Study Area =Primary Study Area Share
Source: (U.S. Census Bureau, 2017b)
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OFFICE: EXISTING CONDITIONS

The 60M SF of office space in the primary study area includes 40M SF of Class A space and has se
substantial new deliveries and an overall decrease in vacancy since 2010.

Primary Study Area Class A Office History

16.6%

14.9%

2010 2011 2012 2013 2014 2015

mm Change in Inventory mmm Net Absorption =—=Vacancy Rate
Source: (CoStar Group, 2018)
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OFFICE: EXISTING CONDITIONS

Compared to the region, the primary study area achieves the highest Class A office base rents, and
these rents have grown at a comparatively fast pace.

Avg. Annual Growth
Class A Base Rent Direct Rate (201€2015)

$50 +6.5%
$45 $44.11

$40 — +6.8%

$36.34
$35

$30 $28.28
$2

32587 +3.6%

5
$21.40
$20 $19.45 s1066 +3.4%

$15 $15.00

$10
$5
$0

2010 2011 2012 2013 2014 2015 2016 2017
- Study Area Seattle Bellevue ==Redmond =Kirkland ==Renton
Source: (CoStar Group, 2018)
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OFFICE: EXISTING CONDITIONS

¢tKAa LI aid

companies.

‘indeed

<3 Dropbox

wework

Source: (CoStar Group, 2018)
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SF Lease@00KSF
Rent: $49.50hnn
Location: Seattle CBD

SF Lease®@0KSF
Rent: Unknown
Location: Seattle CBD

Parametrix

ENGINEERING . PLANNING . ENVIRONMENTAL SCIENCES

SF Lease®5KSF
Rent: Unknown
Location: Seattle CBD

SF Leased:20KSF
Rent: $47.50Ann
Location: Seattle CBD

hulu

SF Lease®0KSF 885KSF
Rent: Unknown
Location: Seattle CBD, Capitol Hill
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OFFICE: EXISTING CONDITIONS

The majority of recent deliveries and ongoing or proposed office developments are located west of
I-5, within the Downtown Retail Core or South Lake Union districts.

Legend
I-5 Lid Study Site

Office Primary Study Area

Recently Built Office
(20172019)

U/C or Proposed Office
Source: (CoStar Group, 2018)
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OFFICE: EXISTING CONDITIONS

Nearly a quarter of the office pipeline is Amazon space (including eaceipied space), and ]
lYFT2yQa t20F0A2y RSOAaA2ya oAff O2yGAydzS (2

Seattle Office Construction (2012021+) Amazon Share of Pipeline

Amazon

23%

Not
Amazon

7%

Source: (Downtown Seattle Association, 2019)
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OFFICE: EXISTING CONDITIONS

Although the share of jobs is decreasing in the primary study area, its share of Class A office
Inventory is increasing.

Study Area Share of Class A Office

53.3M

2010 2011 2012 2013 2014 2015 2016 2017 2018

B Primary Study Area Inventory mm Secondary Study Area Inventory ===Primary Study Area Share
Source: (CoStar Group, 2018)
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OFFICE: EXISTING CONDITIONS

More than3.3M SF of Class A office space is under construction

Dexter Yard
500,000 SF

2+U
686,000 SF

Rainier Square

722,000 SF
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