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Disclaimer
The information contained in the following Marketing Brochure is proprietary
and strictly confidential. It is intended to be reviewed only by the party receiving it from Yates Wood and should not be made available to any other person
or entity without the written consent of Yates Wood.
This Marketing Brochure has been prepared to provide summary, unverified
information to prospective purchasers, and to establish only a preliminary
level of interest in the subject property. The information contained herein is
not a substitute for a thorough due diligence investigation. Yates Wood has
not made any investigation, and makes no warranty or representation, with
respect to the income or expenses for the subject property, the future projected financial performance of the property, the size and square footage of the
property and improvements, the presence or absence of contaminating substances, PCB’s or asbestos, the compliance with State and Federal regulations, the physical condition of the improvements thereon, or the financial
condition or business prospects of any tenant, or any tenant’s plans or

intentions to continue its occupancy of the subject property. The information contained in this Marketing Brochure has been obtained from
sources we believe to be reliable; however, Yates Wood has not verified,
and will not verify, any of the information contained herein, nor has Yates
Wood conducted any investigation regarding these matters and makes no
warranty or representation whatsoever regarding the accuracy or completeness of the information provided. All potential buyers must take appropriate
measures to verify all of the information set forth herein.
This information has been secured from sources we believe to be reliable.
We make no representations or warranties, expressed or implied, as to
the accuracy of the information. References to square footage or age are
approximate. Recipient of this report must verify the information and bears
all risk for any inaccuracies.
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Executive Summary
Executive Highlights

Regional Rent Surge

 12 units



The multifamily sector is very strong in Seattle



Historically employment has grown at



Built in 1968

 Totally renovated 2013-14


Feels like new inside & out



Spectacular views



Avalon neighborhood of West Seattle

Premier Property


Spacious floor plans



One (1) and two (2) bedroom apartment homes



Panoramic views



10 parking stalls



Common laundry

Prime Pivot Point Location


Attracts downtown employees seeking a quality
community with ease of commute



Appeals to broad employment base

twice the national average



Amazon hiring 1,900 in South Lake Union



Gates headquarters moved 1,200 employees to
lower Queen Anne

Property Overview
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PROPERTY INFORMATION
Property:

AVALON 3060 Apartments

Address:

3060 SW Avalon Way, Seattle

Number of Units:

12 units

Net Rentable:

8,640 SF

Year Built:

1968

Parking:

10 stalls (uncovered)

Parcel #:

929730-0895

Zoning:

MR

Construction:

Wood Frame

Heating System:

Electric

FLOOR PLAN

# OF
UNITS

SIZE

AVG
RENT

$1,080

AVG
RENT/SF

$1.66

MARKET MARKET
RENT
RENT

1 bed/1 bath

8

650 SF

$1,150

$1.77

2 bed/1 bath

4

860 SF

$1,450

$1.69

$1,500

$1.74

TOTAL/AVG

12

720 SF

$1,203

$1.67

$1,267

$1.76

Financial Information

AVALON 3060

SCHEDULED RENTAL INCOME
Bdrms/Bath

No. Of Units

Approx. SF

Current Rents

Avg. $/SF

1/1

8

650

$1,080

$1.66

2/1

4

860

$1,450

$1.69

12

720

$14,440

$1.67

Total/Average

OTHER INCOME
Laundry

$3,200

Non-Refundable Fees:

$1,500

Parking Revenue:

$3,300

Utility Reimbursement:

$8,880

Other Income

$2,160

Total Other Income

$19,040

Less Vacancy (3%)

($5,755)

EFFECTIVE INCOME

$186,565

FINANCIAL OVERVIEW
Expenses (with Reserves):

$58,056

Net Operating Income:

$128,509

Net Rentable Square Feet:

8,640 SF

Average Unit Size:

720 SF

Average Monthly Rent:

$1,200

Average Rent per Square Foot:

$1.67

Actual Cap Rate:

5.04%
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Financial Information

SUMMARY

ANNUALIZED OPERATING DATA
Scheduled Gross Income:

$192,320
($5,755)

Down Payment:

Effective Income:

$186,565

Number of Units:

Less Expenses:

($58,056)

Price per Unit:

Net Operating Income:

$128,509

Cost per Net RSF:

Less Loan Payments:

$102,082

Less Loan Payments:

Less Physical Vacancy (3%):

$2,550,000

Price:

$800,000
12
$212,500
$295.14
$102,082

Pre-Tax Cash Flow:

$26,427

Pre-Tax Cash Flow:

$26,427

Plus Principle Reduction:

$30,023

Plus Principle Reduction:

$30,023

Total Return Before Taxes:

$56,451

Total Return Before Taxes:

LOAN

ANNUALIZED EXPENSES
Real Estate Taxes:
Insurance:

7.1%

$13,279
$4,250

Projected Loan Amount:
Rate:

$1,750,000
4.15%
30

Utilities (W/S/G/E)

$15,877

Amort.

Repairs & Maint.

$14,750

Payment:

$8,506.80

Legal/Accounting

$1,500

Annual Debt Service:

$102,082

Professional Mgmt

$6,000

Reserves

$2,400

Total Expenses:
Expenses Per Unit:
Expenses Per Sq.Ft.:

$58,056
$4,838
$6.72

Comparable Sale Properties
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Comparable Sale Properties
Windhill Apartments
2100 California Ave SW
Date Sold
Sale Price
Price/Unit
Price/SF
No. of Units
Year Built
CAP Rate

5/17/2013
$3,350,000
$145,652
$158.19
23
1987
5.38%

The Shamrock
3262 California Ave SW
Date Sold
Sale Price
Price/Unit
Price/SF
No. of Units
Year Built
CAP Rate

3/27/2013
$1,440,000
$144,000
$196.67
10
1958
5.00%

Verona Apartments
7130 California Ave SW
Date Sold
Sale Price
Price/Unit
Price/SF
No. of Units
Year Built
CAP Rate

5/6/2013
$2,000,000
$133,333
$121.95
15
1967
3.50%

The Webster Apartments
4228 SW Dawson St
Date Sold
Sale Price
Price/Unit
Price/SF
No. of Units
Year Built
CAP Rate

3/29/2013
$2,735,000
$109,400
$135.28
25
1958
5.00%

Subject Prop

Comparable Rental Properties
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Comparable Rental Properties

Unit Mix
Studio
1BR/1BA
2BR/1BA
2BR/1BA+

SF
524 SF
565 SF
681 SF
902 SF

Unit Mix

SF

Studio
1BR/1BA
2BR/1BA
2BR/1BA+

524 SF
565 SF
681 SF
902 SF

Residences at 3295
3295 SW Avalon Way

Link
4550 38th Ave SW

# Units

60

# Units

195

Year Built

2012

Year Built

2011

Market Rent
$1,245
$1,175
$1,543
$1,425

$/SF

Unit Mix

SF

$2.38
$2.31
$2.27
$1.58

1BR/1BA
1BR/1BA
2BR/1BA

646 SF
909 SF
1,005 SF

Market Rent
$1,469
$2,353
$2,625

$2.22
$2.55
$2.58

Avalon Park Vista
3233 SW Avalon Way

City View Apartments
3021 SW Bradford

# Units

60

# Units

107

Year Built

1999

Year Built

1992

Market Rent
$1,245
$1,175
$1,543
$1,425

$/SF

Unit Mix

SF

$2.38
$2.31
$2.27
$1.58

Studio
1BR/1BA
2BR/1BA

600 SF
715 SF
768 SF

Market Rent
$992
$1,040
$1,050

$/SF

$/SF
$1.65
$1.45
$1.37

Subject Prop

Comparable Rental Properties
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Comparable Rental Properties

Unit Mix
Studio
1BR/1BA
2BR/1BA+

SF
542 SF
731 SF
1,031 SF

Unit Mix

SF

Studio
1BR/1BA
1BR/1BA+
2BR/1BA
2BR/1BA+
3BR/1BA+

460 SF
600 SF
660 SF
874 SF
1,060 SF
1,157 SF

City Watch
4744 41st Ave SW

Element 42
2641 42nd Ave SW

# Units

96

# Units

78

Year Built

1992

Year Built

2012

Market Rent
$1,960
$1,207
$1,725

$/SF

Unit Mix

SF

$1.77
$1.65
$1.67

Studio
1BR/1BA

417 SF
547 SF

Market Rent
$1,105
$1,360

$2.65
$2.49

Sound View
4815 California Ave SW

Mural
4727 42nd Ave SW

# Units

85

# Units

136

Year Built

2002

Year Built

2009

Market Rent
$825
$1,050
$1,038
$1,350
$1,600
$1,675

$/SF

Unit Mix

SF

$1.79
$1.75
$1.57
$1.54
$1.51
$1.45

Studio
1BR/1BA
2BR/1BA

589 SF
699 SF
942 SF

Market Rent
$1,278
$1,534
$1,957

$/SF

$/SF
$2.17
$2.19
$2.08

Comparable Rental Properties
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Comparable Rental Properties

Unit Mix
Studio
1BR/1BA
2BR/1BA
2BR/1BA+

SF
571 SF
724 SF
925 SF
1,002 SF

Altimira
4540 42nd Ave SW

Nova
4600 36th Ave SW

# Units

157

# Units

62

Year Built

2009

Year Built

2012

Market Rent
$1,183
$1,596
$1,896
$2149

$/SF

Unit Mix

SF

$2.07
$2.21
$2.05
$2.15

1BR/1BA
2BR/1BA

624 SF
921 SF

Market Rent
$1,526
$2,185

$/SF
$2.45
$2.37
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Location Overview

Located between the Alaska Junction, Alki and the historic Luna Park, Avalon 3060 offers the amenities of each area and with public transportation in front of the
building the ease of getting to downtown Seattle. The Alaska Junction boasts some of the coziest coffee shops, trendiest cocktail lounges and restaurants, as
well entertainment venues and a large collection of unique shopping opportunities. In recent years the Alaska Junction has evolved from a “local neighborhood”
crowd to a destination point sought out by Seattleites. The Alaska Junction is surrounded by single family homes and new luxury condos as well as apartments.

The Junction at Alaska and California
The four-star rated Luna Park Café is just
up the street from Avalon 3060.

View of downtown Seattle from some units at Avalon 3060
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Location Overview

Additionally West Seattle is host to many of Seattle’s best parks and outdoor venues. The renowned Alki Beach is just a short bike ride from Avalon 3060. This
iconic Seattle neighborhood offers unparalleled views of the Seattle skyline, Elliott Bay and the Puget Sound and features a beautiful boardwalk with a retail presence much like the beach communities in Southern California. Lincoln Park, with its 135 acres of recreational opportunities including the Coleman heated saltwater pool, right next to the Puget Sound is short car or bus distance from Avalon 3060.
West Seattle is separated from downtown Seattle by the head of the Duwamish Waterway and Elliott Bay but has easy access to downtown via the West Seattle
Bridge and the water taxi. Many residents of West Seattle have lived in this part of Seattle for generations, giving it a comfortable, smaller town community feel.
West Seattle is comprised of 8.337 square miles and has a population of 54,902. Residents of West Seattle tend to have incomes that are 27% higher than
those for Seattle as a whole.

West Seattle Water Taxi

Additionally, West Seattle is host to many of Seattle’s outdoor
parks and venues. Just a short bike ride from Avalon 3060 is
Alki, a 2.5 mile stretch of beach on one side and restaurants,
shops and apartments/condos on the other. It attracts joggers all
year round, and in the summer draws roller bladers, volleyball
players, beachcombers, sunbathers, bicyclists and strollers out to
enjoy the sun and nightlife. Alki offers spectacular views of downtown Seattle to the east and the Olympic Mountains to the west.

Easy commute from Alki to
downtown Seattle. Residents
of Avalon 3060 can easily walk
to the water taxi for a convenient commute to work or take
the express bus route across
the street from the building..
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Location Aerial & Map
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Demographic Summary Report
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Seattle Apartment Market

Market Trends

Notable Transactions
Current

Vacancy

4.0%

Est 2013 Construction

7,620 units

Rental Rate (all ages)

$1.33/sf

Est 2013 Net Absorption

9,223 units

Bravern Signature Residences, Bellevue
446 units
$308,000,000 I $690,583/unit

The ongoing favorable market performance in the apartment sector has
been attributed to several demand factors including:



Household creation will peak in the 25 to 34 age bracket
over the next five years and this group is traditionally
mostly renters.



The apparent durability of changed “rent” vs. “own” psychology,
as previous potential homebuyers remain in rental properties
due to more transitory lifestyles and lack of confidence in the
housing market.



Return toward traditional lending regulations with large down payment requirements has postponed many home purchases and will
likely keep a portion of the population as renter households.



Lack of condominium inventory in the neighborhoods most
desirable to many of the potential entry level buyers.

Aracadia Townhomes, Federal Way
309 units
$54,000,000 I $174,757/unit
Madison Sammamish, Issaquah
266 units
$52,848,402 I $198,678/unit

Seattle Market
The regional market vacancy rate is currently 4.0%, well below the long-term average of
5.2% indicated over the past 20 years. The
regional vacancy rate last peaked at a rate
of 7.2% in Fall 2009 then fell sharply through
2010 to a low of 4.6% in the Spring 2011
survey. Vacancy briefly increased 70 basis
points to 5.3% in Fall 2011 due to normal
seasonality plus new inventory hitting the
market, but has since settled at a current
4.0%. Rental rates throughout the region
have equaled or exceeded pre-recession
levels and both use and quantity of concessions have decreased resulting in additional
increases of effective rents.

Village at Seeley Lake, Lakewood
522 units
$45,750,000 I $87,644/unit
Edgewood Park, Bellevue
194 units
$41,975,000 I $216,366/unit
206 Bell, Belltown
122 units
$41,250,000 I $338,115/unit
Marina Landing, Renton 1
86 units
$32,750,000 I $176,075/unit
GreenHouse, Rainier Valley
124 units
$32,100,000 I $258,871/unit

These factors point toward continued demand for apartment units
over the next few years, especially better quality apartments, as
renters are looking at longer stays, justifying a flight to quality.
The likely outcome is increased demand for rental housing. In
addition, there will likely be some loss of apartment inventory as
conversions of newer or planned apartments to condominiums
will eventually provide entry level units as the for sale market
continues to recover.
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The Seattle Apartment Market

Area Review
Vacancy Trends
According to the Fall 2013 Dupre+Scott Vacancy Survey, the regional (five county) vacancy rate is estimated
at 4.0%. This is a measure of “market” vacancy that
excludes units in lease-up and those undergoing significant renovation. Including these units, the “gross” market vacancy is 4.7%.
Vacancy rates generally have an inverse relationship with
changes in rent; as vacancy rates increase the rate of
rent growth generally decreases. Over the past twelve
months the average regional rent on a per square foot
basis increased from $1.24 to $1.33/sq ft/month (7.3%
increase) in tandem with vacancy falling by 80 basis
points.

New apartment development has accelerated and this trend is expected to continue over the next three
years. In 2013, an estimated 7,620 new units were completed. New development has ramped up with the
potential for 10,608 new units in 2014. Currently, there are over 14,400 units under construction, part of
37,139 planned for delivery over the next four years (2014 through 2017). Although vacancy has remained
at very low levels for the past two years, accelerating future apartment deliveries should begin to put upward pressure on the market vacancy.
Based on the latest new unit delivery timelines projected by Dupre+Scott, our forecast predicts the regional vacancy peaking at about 6.1% by mid 2015. As these new units are delivered, it is expected that
the use of concessions will temporarily increase and rent growth will moderate as these new units make
their way through the system.

Over the last 20 years, the regional market vacancy was
as high as 7.5% in March 2003 and as low as 3.6% in September 1997. Historically, the regional vacancy has averaged about 5.2%. Our baseline forecast predicts the regional vacancy peaking at about 6.1% by mid 2015 based
on the latest anticipated new unit delivery timelines projected by Dupre+Scott. As these new units are delivered, it is
expected that rental growth will flatten in addition to a
growing use of concessions during the lease-up of the new
projects delivered.
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The Seattle Apartment Market

Rent Rate Trends
The King-Seattle sub-region (All Ages) has the highest rent levels
achieved at an overall average $1.94/sf/month. Over the past 12
months, the percentage of property managers anticipating increasing
rent has remained constant between 63% to 73% of those surveyed,
with an average growth of 3.8% anticipated over the coming six
months.

Concessions

Offsetting new construction is the loss of apartment units that have been
demolished or converted to another use. Since 1990, these have averaged
728 units per year, excluding the period from 2005 to 2007 when the rate
spiked to an average 5,446 units per year, decreasing the overall apartment inventory. This loss of units was mostly driven by condominium conversions, which grew from about 30% of removals to more than 80% during
this period.

Properties offering concessions have also remained mostly even at between 15% to 25% of surveyed. Regionally, the average giveaway is currently $461 (averaging about 1.7 weeks free rent).

From 2005 to 2007, more than 16,338 units were pulled out of the market. This reduced the overall apartment inventory in 2007 to levels existing in 2000. In 2008, this trend reversed with some condos converted to
rental use.

Current Inventory/Supply

Projected Future Supply

Currently there are an estimated 251,700 market rate units in complexes with
20 or more units in the five county region. King County has the largest proportion with 61.4% of all existing units, followed by Pierce County with 17.8%
and Snohomish with 13.4%. The smallest sub-region is Kitsap County with
2.9% of the regional supply.

A total of 6,125 units were completed region wide in 2012. The 2013 new
unit count is looking at 7,620 units, including 2,853 units finishing construction in the 4th quarter. Deliveries are set to increase significantly in 2014
and 2015, before dropping back toward 2013 levels in 2016. The quarterly
development trend is broken out by those units completed, under construction, and planned.

Historically, new construction peaked from 1985 to 1991 with more than
86,000 units delivered during this period—equivalent to 14,333 units per
year on average. Excluding this period, the rate of new construction delivered has averaged about 3,600 units per year over the past 30 years.
The region is currently experiencing another period of expansion. In 2012,
6,125 units were delivered by year end (reflecting an addition of 2.5% to the
existing housing stock), 7,620 units (3.0%) are expected for 2013 delivery,
10,608 units (4.0%) for 2014, 14,729 units (5.3%) in 2015 and 8,252 units
(2.9%) in 2016. The total growth projected over the next three years is
12.2%, compared with projected job growth of 6.9%.

As apartment construction became feasible, developers looked for sites already entitled with plans and could beat the competition to market. That window has now closed and buyers are willing to entitle their own sites as they
look past the peak in 2015 with developers working on 14,729 units for delivery that year (5.3% of existing supply). Most projects shown as due in 2014
will be completed as almost all are already under construction or nearing a
start.
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The Seattle Apartment Market

Projected Future Supply (cont.)
The additional inventory is expected to apply gradual upward pressure to the vacancy rate as deliveries mount next year.
Most planned new construction has been focused toward the core urban metropolitan locations where job growth has been focused, new houses and condos are scarce and
existing infrastructure is present. Of the more than 37,139 future potential units planned over the next four years (2014 through 2017), 32,667 units (88.0%) are located in King
County. Of these, 19,316 units (59.1%) are in the Seattle sub-region.

Estimate of Future Apartment Demand
The latest employment figures for the greater Puget Sound region by the Puget Sound Economic Forecaster and the Thurston Regional Planning Council report that there are approximately 1.947 million jobs in the region and about 241,880 occupied apartment units (in projects over 20 units) based on the latest survey figures. This translates into a demand factor of one occupied apartment for every 8.0 jobs. Considering that fewer sub-20 unit apartment projects are being built in the recent and future market, it is likely that this
factor will change as more demand is sent to the larger complexes.

It is very difficult to handicap which proposed projects in
future years will be completed. Mike Scott of Dupre+Scott
has been quoted that their projections for one year are
“pretty accurate”—because most of these units are already under construction. However, projections two to
three years out are typically off “20-40%” or more. Our
forecast applies baseline, optimistic and pessimistic assumptions to the projected apartment completions. Our
baseline forecast applies an 80% completion to planned
projects; our optimistic forecast applies a 70% completion
rate (i.e. reduced future supply) and our pessimistic forecast applies 90% (i.e. increased future supply). Units
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Estimate of Future Apartment
Demand (cont.)
that are already under construction are assumed
to be completed and added to the existing stock.
Based on current demand factors along with
anticipated employment projections, our forecast
predicts baseline vacancy peaking at about
6.1% by mid 2015. This will take some upward
pressure off rental rates, especially as new projects are expected to employ concessions
throughout their entire initial lease-up. Most developers are anticipating an average annual rent
growth of 3% or so over the next 7-10 years.

Demand Drivers
Our forecast is a function of both the timing and
magnitude of the economy principally relating to
employment growth. With future apartment demand primarily a function of employment and
population growth, if future economic forecasts
change (even modestly) this would impact future
demand projections. The other item impacting
future demand is the amount of inventory delivered. At this time, we can reasonably assume
that projects already under construction will be
completed. Timing and completion of planned
projects in 2015 and beyond are less certain
and carry a higher degree of risk. Other risks
beside overbuilding and changes to the economy include demographic shifts such a swing
toward ownership when that market eventually
recovers.
Another factor that will influence future
apartment demand is interest rates, which

still remain near all time lows, even after increasing 50 bps over the past year. This has
largely been driven by the federal government
artificially keeping rates down through bond purchasing in an effort to stimulate the overall economy. In December, the Federal Reserve announced it will begin gradually scaling back its
monthly purchases in 2014 as the economy
continues to expand. As the economy improves
and unemployment drops, support of low interest rates at a national level will diminish and
rates should begin to increase. A side effect of a
significant rate increase would be to slow home
sales, which have been prompted in no small
degree by the buying power of low interest financing. Slower home buying benefits the apartment market, increasing demand or at least
lengthening stays in rental properties.
Interest rates will also affect development as
overall capitalization rates trend with interest
rates. Market values and thus financial feasibility will be affected, and it may slow
some of the more aggressive development,
especially as rent growth moderates.

Investment Activity
Sales velocity peaked in the Puget Sound
Region in 2005 with 268 sales ($2.64 billion
in volume). The pace fell off slowly as the
financial crisis led up to the late 2008 crash.
In 2009, the number of sales dove to 53 with
a combined sales volume of about $333 million, reflecting a lack of confidence and the
impossibility of securing financing. Institution-

al investors began to view real estate, particularly apartments, as a safe haven in mid-2010
and sales volume more than doubled for the
year. The improvement continued in 2011 and
2012, aided by a pending 2013 increase in capital gains rates, almost equaling the 2005 record. Volume for yearend 2013 is estimated at
$2.24 billion, still a very active year.
Institutional investors continue to place Seattle
at the top of investment lists for its strong economy, varied job growth and barriers to entry that
limit new construction. In addition, 2013 has
seen an increase in sales of seasoned and
smaller properties to regional and local investors. It appears two factors are at play: an increase in normal lending on these types of assets, and improved confidence in and diversification into real estate by investors concerned
with the higher ratios of risk/return in other investments.
Capitalization rates have reached a plateau and
investors expect the next interest rate increase
will cause capitalization rates to increase as the
last bump was taken out of equity rates. Even
so, capitalization rates remain low with new institutional quality properties continuing to sell at
below 5.0% on apartment revenue. There is still
some leverage at this level and current interest
rates, although the margin is narrowing.
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The Seattle Apartment Market

Regional Conclusion
The regional apartment market appears to be reaching a plateau at the
top of this cycle. The general long-term outlook for the Puget Sound region continues to be better than most markets nationwide and it is expected that the peak may be extended if interest rates remain low. Rental
rates have reached historic highs and use of concessions at stabilized
properties is minimal in most markets. In 2013, an estimated 7,620 new
units were completed and so far, these have leased up quickly. Currently, there are over 14,400 units under construction, part of 37,139 planned
for delivery over the next four years (2014 through 2017). Although vacancy has remained at very low levels for the past two years, accelerating future apartment deliveries should begin to put upward pressure on
the market vacancy.
Based on these latest new unit delivery timelines projected by
Dupre+Scott, our forecast predicts the regional vacancy increasing to
about 6.4% in mid 2015. This will moderate rent growth, as existing
properties are faced with increased competition and new properties
using concessions to fill these units.
Investment is expected to continue and values increase. There is a
substantial amount of capital still targeting the Seattle market and no
major changes are anticipated until interest rates rise significantly.

