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Dear Property Owners,

Our field appraisers work hard throughout the year to visit properties in neighborhoods across King County. As a result,
new commercial and residential valuation notices are mailed as values are completed. We value your property at its
"true and fair value," reflecting its highest and best use as prescribed by state law (RCW 84.40.030; WAC 458-07-030).

We continue to work to implement your feedback and ensure we provide you with accurate and timely information. We
have made significant improvements to our website and online tools to make interacting with us easier. The following
report summarizes the results of the assessments for your area. Additionally, | have provided a brief tutorial on our
property assessment process. It is meant to provide you with background information about our process and the basis
for your area assessments.

Fairness, accuracy, and transparency set the foundation for an effective and accountable government. | am pleased to
continue to incorporate your input as we make ongoing improvements to serve you. Our goal is to ensure that every
taxpayer is treated fairly and equitably.

Our office is here to serve you. Please don't hesitate to contact us if you have any questions, comments, or concerns
about the property assessment process and how it relates to your property.
In Service,

John Wilson
King County Assessor
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How Property Is Valued

King County along with Washington’s 38 other counties use mass appraisal techniques to value all real
property each year for property assessment purposes.

What Are Mass Appraisal Techniques?

In King County the Mass Appraisal process incorporates statistical testing, generally accepted valuation
methods, and a set of property characteristics for approximately 727,000 residential, commercial and
industrial properties. More specifically for commercial property, the Assessor breaks up King County
into geographic or specialty (i.e., office buildings, warehouses, retail centers, etc.) market areas and
annually develops valuation models using one or more of the three standard appraisal indicators of
value: Cost, Sales Comparison (market) and Income. For most commercial properties the income
approach is the primary indicator of value. The results of the models are then applied to all properties
within the same geographic or specialty area.

Are Properties Inspected?

All property in King County is physically inspected at least once during each six year cycle. Each year our
appraisers inspect a different geographic neighborhood. An inspection is frequently an external
observation of the property to confirm whether the property has changed by adding new improvements
or shows signs of deterioration more than normal for the property’s age. From the property inspections
we update our property assessment records for each property. In cases where an appraiser has a
question, they will approach the occupant to make contact with the property owner or leave a card
requesting the taxpayer contact them.

RCW 84.40.025 - Access to property
For the purpose of assessment and valuation of all taxable property in each county, any real or
personal property in each county shall be subject to visitation, investigation, examination,
discovery, and listing at any reasonable time by the county assessor of the county or by any
employee thereof designated for this purpose by the assessor.

In any case of refusal to such access, the assessor shall request assistance from the department
of revenue which may invoke the power granted by chapter 84.08 RCW.

How Are Commercial Properties Valued?

The Assessor collects a large amount of data regarding commercial properties: cost of construction, sales
of property, and prevailing levels of rent, operating expenses, and capitalization rates. Statistical
analysis is conducted to establish relationships between factors that might influence the value of
commercial property. Lastly valuation models are built and applied to the individual properties. For
income producing properties, the following steps are employed to calculate an income approach:

Estimate potential gross income

Deduct for vacancy and credit loss

Add miscellaneous income to get the effective gross income
Determine typical operating expenses

Deduct operating expenses from the effective gross income

Select the proper capitalization rate

Capitalize the net operating income into an estimated property value

NoubkwNeR
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How is Assessment Uniformity Achieved?

The Assessor achieves uniformity of assessments through standardization of rate tables for incomes,
operating expenses, vacancy and credit loss collections and capitalization rates which are uniformly
applied to similarly situated commercial properties. Rate tables are generated annually that identify
specific rates based on location, age, property type, improvement class, and quality grade. Rate tables
are annually calibrated and updated based on surveys and collection of data from local real estate
brokers, professional trade publications, and regional financial data sources. With up-to-date market
rates we are able to uniformly apply the results back to properties based on their unique set of
attributes.

Where there is a sufficient number of sales, assessment staff may generate a ratio study to measure
uniformity mathematically through the use of a coefficient of dispersion (aka COD). A COD is developed
to measure the uniformity of predicted property assessments. We have adopted the Property
Assessment Standards prescribed by the International Association of Assessing Officers (aka IAAO) that
may be reviewed at www.lAAQ.org. The following are target CODs we employ based on standards set
by IAAO:

Type of Property - General Type of Property - Specific COD Range
Single-family Residential (including

. . . Newer or more homogeneous areas 5.0 to 10.0
residential condominiums)

Single-family Residential Older or more heterogeneous areas 5.0t0 15.0

Rural, seasonal, recreational, manufactured

Other residential I W 5.0 to 20.0
Income-Producing Properties Larger areas represented by samples 5.0to 15.0
Income-Producing Properties Smaller areas represented by smaller samples 5.0 to 20.0
Vacant Land 5.0to0 25.0
Other Real and Personal Property Varies with local conditions

Source: IAAO, Standard on Ratio Studies, 2013, Table 1-3.

More results of the statistical testing process is found within the attached area report.

Requirements of State Law

Within Washington State, property is required to be revalued each year to market value based on its
highest and best use. (RCW 84.41.030; 84.40.030; and WAC 458-07-030). Washington Courts have
interpreted fair market value as the amount of money a buyer, willing but not obligated to buy, would
pay to a seller willing but not obligated to sell. Highest and Best Use is simply viewed as the most
profitable use that a property can be legally used for. In cases where a property is underutilized by a
property owner, it still must be valued at its highest and best use.

Appraisal Area Reports

The following area report summarizes the property assessment activities and results for a general
market area. The area report is meant to comply with state law for appraisal documentation purposes
as well as provide the public with insight into the mass appraisal process.
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EXECUTIVE SUMMARY
Appraisal Date
e January1, 2024
e 2025 Tax Roll Year

Specialty Name
e Area 160 - Hotels

Physical Inspection
e Completed prior to 2024

Sales — Analysis Summary
e Number of Sales: 31 Market Transactions

e Date Range: 1/1/2021 to 12/31/2023

Improved Sales — (Ratio Study) Summary

Sales - Improved Valuation Change Summary

Mean Assessed Mean Sales

Value Price Ratio COD*

2023 Value $20,894,300 $22,400,300 93.30%
2024 Value $21,992,200 $22,400,300 98.20%
Change S 1,097,900 4.90%
% Change 5.25% 5.25%

* COD is a measure of uniformity. A lower percentage indicates more uniform values.

Sales used in analysis: Sales of improved, fee-simple, verified, market transactions without major
characteristic changes between the date of sale and the date of appraisal were included in the
ratio analysis. Examples of sales not included in the analysis are sales where the building
characteristics changed after the sale.

The results of the above ratio study for temporary lodging property sales in Specialty 160 are
based on a variety of sales throughout King County. These sales include both limited and full-
service hotels as well as temporary lodging properties from different classes spanning from
economy to luxury hotels. Property values can vary widely from class to class. Qualitative factors
such as location, effective age, building materials, and quality of construction may also impact a
property’s value.

There were 31 sales coded as being at market during this revalue cycle. The total number of hotel
sales leveled off at the end of 2023, so the overall number of sales increased slightly from 30 to
31 for the 2024 revalue. This is a 3.3% increase in hotel market transactions for the three-year
period, and as this has been similar to recent years, it shows a new temporary economic market
has emerged in the post covid era.




The ratio study results show a minor upward change in assessment value. However, the Assessor
is aware that the valuation metrics utilized were limited by a lack of data and included a wide
variety of lodging properties; thus, while the results are positive, they should also be tempered.

Population - Parcel Summary Data

Specialty Assignment 160 has a total of 381 parcels. (This figure includes economic land parcels
and commercial condominiums. It may also include properties currently under construction)

Below is a summary of the value change from the 2023 to the 2024 revalue.

TOTAL POPULATION SUMMARY DATA
Land Improvement
2023 Value $3,189,469,000 $7,124,757,991 $10,314,226,991
2024 Value $3,238,022,100 $6,830,940,486 $10,068,962,586
Difference $48 553,100 (5293,817,505) (5245,264,405)
% Change 1.52% -4.12% -2.38%

Conclusion: Assessed values for the 2024 Revalue (assessment date as of January 1, 2024) have
decreased by -2.38% from the 2023 Revalue year. The decrease reflects a change in economic
factors impacting the continued rebound of hospitality properties since Covid-19 adversely
impacted King County. ADRs (average daily rates) continue to climb and often surpass the 2019
rates. Occupancy recovery is slow despite being another year further from the pandemic and
has yet to achieve 2019 levels. Overall, ADR has increased in all classes of hotels, but rising costs
and a slow recovery have offset gains. Occupancy has increased since 2023 but has not reached
2019’s peak. What used to be a market of 70%-90s% occupancy has now become a market of
60%-80% occupancy.

Nevertheless, the forward outlook is positive, as RevPar has increased slightly. Rising profits lead
to optimism about growing values and are sometimes offset by increasing expenses, such as
rising insurance premiums and management fees. Another aspect is the rise of capitalization
rates in 2023, which showed up in every hotel market segment, tempering the rebound from
RevPar increases.

There is a sign the market is in a standby position due to the number of sales transactions. 2023
had half the arm’s length transactions from 2022, demonstrating the increase in the cap rates as
investors weight the riskiness of the hotel market. Sales prices for the year were reflective of
older properties needing additional work on the building, and personal property. Despite
increasing market cap rates, 2023 sales indicated optimism as the actual cap rates were lower
than the overall sales market.
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The Assessor utilized a positive indicator in his analysis: the number of new hotels coming onto
the market and the number of permitted ones in the coming year. Last year, fifteen hotels were
permitted, but only four broke ground or were graded. This year, fourteen hotels are permitted,
and seven have either broken ground or the site has been graded, indicating that investors view
the hotel sector as a good source of development in the region.

In summary, the aforementioned factors, while RevPAR (i.e., increase ADR and occupancy)
increased, it was offset by higher capitalization rates and rising costs, with some classes of hotels
seeing value decreases. Slightly slower growth in the construction sector indicates a rebounding,
though tempered market, in 2023, as economics are still volatile. Overall values decreased in the
limited-service midscale, full-service upper-upscale hotel values rose the most, and upscale and
economy saw the most significant decreases. The assessor expects continued growth in 2024, so
long as capitalization rates dip by year’s end.

The recommended values reflect the temporary lodging market values as of 1/1/2024. The
recommended figures improve uniformity and equity. Therefore, the 2024 assessed values
should be posted for the 2024 Assessment Year for taxes payable in 2025.
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Identification of the Area
Name and Designation
e Specialty Area 160 — Hotels

Specialty Neighborhoods

Six neighborhoods have been established by the Assessor for valuation purposes. They group
properties into similar market segments and manage some of the larger neighborhood parcel
counts. Slightly smaller neighborhoods improve specialized data accuracy when creating
competitive sets.

Neighborhood 10 — Seattle - Central Business District
Neighborhood 20 — Bellevue, Redmond, and Surrounding Area
Neighborhood 30 — SLU, Northgate, and the University District
Neighborhood 40 — South Seattle, Renton, Tukwila, and SeaTac
Neighborhood 50 — South King County

Neighborhood 60 — North King County, including North Seattle

Boundaries
All of King County

Maps

A GIS map of the area is included in this report. More detailed Assessor’s maps are located on
the Assessor’s website at www.kingcounty.gov/assessor.

Area Overview

As of 1/1/2024, the temporary lodging market in King County is still in slight recovery mode, with
a return to pre-pandemic times in sight. A mix of neighborhoods saw hotel values increase or
decrease; however, not all hotels or all areas of King County were impacted equally; thus,
recovery or increases in value are dependent on the location, type, and class of hotel.

Seattle’s Downtown Commercial Business District (CBD) was the neighborhood most distressed
by Covid-19. Businesses often utilize luxury, upper upscale, and upscale hotels for their clientele.
Despite the lessening impact of Covid-19, occupancy in the Seattle CBD has not reached 2019
levels. Convention-style hotels typically fall into the upscale class and are the least recovered.
With many office employees continuing to work from home and business travel still light, this
hospitality sector has not yet fully recuperated. On a positive note, leisure travel and tourism,
which had almost completely stopped during the Covid-19 lockdown, have been robust. In
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addition, Seattle is a strong venue for hosting numerous sporting events, such as the upcoming
World Cup in 2026 and other entertainment productions, furthering recreational travelers’
demand for lodging. Still, the pace of the recovery is slow due to rising costs and increased
interest rates, which hamper value increases. Limited-service hotels are primarily stable and back
to their pre-pandemic norms. Unfortunately, full-service upscale hotels have not reached the
status they were accustomed to, and thus it is reflected in decreased value. In general, full-
service-midscale and full-service classes above upscale saw higher or stable values.

Lodging Property Description: King County has two types of hotels, full-service and limited-
service. Investors consider the Seattle area to be a first-tier market. There are currently 374
hotel/motel parcels in this specialty. Hotels are categorized by the Assessor utilizing property-
specific qualities and market data, to create competitive sets for valuation purposes.

For the 2024 Revalue, most of the Assessor’s models came directly from Smith Travel Research’s
(STR) Hotel Profitability Review (formerly, the HOST Almanac). To create his models, the Assessor
begins by dividing temporary lodging properties into two types of hotels, full-service or limited-
service, according to the definition in the Hotel Profitability Review, which defines a hotel as
either limited or full-service, based on the amount of revenue generated from food and beverage
sales. Lodging properties where 5% or less of their total revenue is derived from food and
beverage sales are classified as limited service. In comparison, hotels that generate more than
5% of their total revenue from food and beverage sales are considered full-service. The Assessor
uses that metric to determine a hotel’s typical performance in its market.

Once lodging properties are divided into one of these two groups, they are then assigned to a
lodging property class, which helps create their competitive set. The Assessor utilizes four classes
for limited-service hotels: economy, midscale, upscale, and budget extended stays, and four
classes for full-service hotels: midscale, upscale, upper upscale, and luxury. The delineation
between the classes of lodging properties can be blurred, but below is a general description of
the categories of temporary lodging properties and the eight classes considered for the current
valuation cycle:

Limited-Service Lodging: Consists of hotels with room operations only (i.e., with less than 5% of
their revenue from food and beverage service). Many limited-service hotels offer some of the
amenities that guests may expect from higher-priced hotels, such as a complimentary breakfast
bar, business center, etc. However, limited-service hotels lack a significant, dedicated, revenue-
producing food and beverage component. In other words, they may provide food and beverages,
but the revenue from those operations will amount to less than 5% of their total revenue. Below
is a description of the four categories of competitive sets of limited-service hotels/motels:

1. Economy: Hotels in this class generally offer minimal amenities, smaller guest rooms, and
modest prices. Typically, guest rooms are accessed from an outdoor entrance as opposed
to insular halls. Budget, limited-service hotels/motels can be found throughout King
County. Some examples include Motel 6, Day’s Inn, and Econolodge. For the 2024
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