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THE RTIILDING DEPARTTTEruIS

INIR@N

To aceomplish City purposes and goals, the City oi Seattle acquires, maintains, leases, and

disposes of real prbie.iy. Leasing property to and from persons an! organizations is only

oni arpe.t oI the City,s property rnanagement program. The City leases property'to

others when the City hls acquired property and does not.intend to use it lor several years'

or when the City's us: has enOeO and no decision to surplus it or to use it for another City
purpose $ritt be made for several years. The City piesently leases pr'oPerty from others to

heet Cepartments'real property needs, such as ollice sPace.

in ltarch of. l9l9 the Council adcted several short proje.,, io the annual work program,

irrluding an audit survey and preliminary evaluation. of the Cityfs leasing practices for

reat prof,erty. Tlrc purposes of an audit survey are to_ identify problem areas and to obtain

informaiion to be uied'in planning and performing a detailed review. The research done is

not as extensive or as detailed as a complete atiAit. Consequently, further analysis may

indicate that some of the problems are not as significant as we now believe. At the same

timel rnore work rnight also lead to new issues and problems.

s(pPE

The audit survcy was compteted during June and luty 1979. To become familiar with the

Cityts leasing practices, ive review*d relevant or{inances, resolutions, procedures, and
poticies; intdviewed peisonnel from the Building, Water, Parks and Recreationr and City

Light fi"parlments; ind nrade on-site visits and observations. Because of the time

ilt"ott"-, 
'and 

"because the Building Department had_ the most leases, rve decided to

concentrate most of the survey woik on thc Building Dcpartment. This report has been

ieviewed by rhe Building Departmcrrt, . the .Oflice ol lvfarragement and _Budgetr the

Department o{ Communiti nevelopmeni (DCD), and the Larv Departmenl. Cornments by

DiO, Building and Larv were considered in preparing this report.

SUMHARY OF FlNDtllGs AND qONELUSION5

After revierving the Buil<Jing Departmentrs leasing activitics, wc believe that improvcr

mentr can be irade 10 the lepartmetttrs rnanag,ement oI leasing activities. Our audit

suryey reveated the following problems and concerns.

l. Short-term space planning is not being done as part of the Annua! Rudgct

iigu.e io revicw in the budget. -D€parlrncnts do not submit additional sPace

es-liynates with their budgct, and instead request sPacc throul3hout the year

causing the council to make decisions incrementally (scc paSe br.

2, No specific space siandards and grridelines have been developed by tlre Building

Deparfmcrrt, and the departmenls inforrnal space slandards anrl guidelincs do

noi allgrv itn cvaluation of whether existing open $pace is being uscd

eltectively and docs not lrelp dcpartments plan thcir spacc rcquirements, A

consultani rvilt be askc<l to ctcvclop spccific spa99 standards as part of an

ana lys is fo r long- tc rmol f i ccspacercqu i re tncn ls ' ( )ccPf l8 'c / '

,. City property is leased to indivirlulls, organizations, and businesscs withottt an

ap"n, pultir pro..,tr. Tlre City obtailis tenants wlrctt an individull cotttacts the

" nuif<iing Dopilrlrncnt about 
-using, 

a spccitic Property; tlre rcnt is thctt
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cstablished based upon negotiations with the prospective tenant. As a result,' 
the general pubticis not arvare of the opportunity'to use City property and
bannot be assured that. the highest possible rent is obtained by the City.
Because of the present practices, the State Department of R.evenue assessed
the. City $SZrlli in addiiionat leasehold excise tax because the City could ndt
show that'the rent was the maxirnum attainable (see page'8-9)'

4. There is little coordination between the Building Department's Accounting
Section and Real Estate and Property ltlanagement Section. Consequentlyr'ihe
leasing agent did not knorv that one tenant did not pay 1978 retrt and -was not

,;., I " awarelhit a report he believed was needed was available (see PaBe 9 ).

5. The lack of periodic inspections of City ProPerty allows tenants- to neglect
property maintenance. For example, we founcl that a City-owned house s'es

|oorty maintained. The grass was at least three feet tall, and no one was
occupylng the house (see page l0 ). 

''' 
"

6. Leases with tenants providing mutuat and offsetting benefits ([aOB) are not
.i-, administered in a timely manrier. As a result, the Council has not reviewed

the leases as required by ordinance and the leases are not finalized until late in
the lease year (see page l2-lr.

. : '

7. The Buiitjing Department has not completely followed the 1977 and 1978
. Statements 

-of 
Legislative Intent concerning tenants providing mutual 'and

otfsetting benefits. When tenants have not paid the rent or promrrtly neto-
tiated leises, the departmeni has not taken aciion to evict the tenant because
oI the community services provided (see page l2-lr.

8. The Building Department has not determined whether all of the ProPertie.s
occupied b/tenants providing mutual and oflsetting benefits sh.ould be sold.
Since the 1978 Statements of Legislative Intent which asked the department to
recommend which properties should be sold, the Building Department has sold
only one property ahO h"s cancelled tu.'o leases (see page 13 ). .,

g. Some properties presently leased to MOB tenants for which the Buildin$..D."-

. partment'has major maintenance responsibititi^e_s-_are-hazardous and rvill be
.' tostty to repair. In one case the cost could be 52001000 and in another case a

City-owned house has been vacated because electrical deficiencies pose a life
safety threirt (see page 13-14)

t0. The Department of Community Development has not completed development
. policies for the Mercer Corridor as requested by the Council in January 1978.

bonsequently, efforts to.declare pr,operty surplus and reduce the number of
leases have been delayed (see page 13 ).

ll. City properties used for billboard advertising have inadequate lease documen-
tati,o; and, in one cdse, the billboards on City property violate tlre Building
Code. As a result, the Building Department has not forma!iy. autlrorized the
use of the property and has ciied iiself for violating the ilu-ilding Code

. (sec pages 14-15).

SUMMARY OF RECOMMENDATIONS

Although rve clid limitcd rvorl<, we lrave developed several recommendations to alleviate

ihe pro"Uterns cited in ttre rcport. Thc rccommendations are addrcssed to the City Council'

the Office of Managemcnt and Buclget, the Departtnent of Corirrnunity l)evelopment, and

the lluilding Dcpartrnent. ...

v
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Ve'recomrnend that the City Councit:

Decide with assistance from the Law Department whether biltboard advertising on
' City property other than greenbelts is an appropriate use. If it is appropriate' the

: Couniil should direct the Superintendent to obtain signed leases, assure that all
billboards conform with City codes, and assess rents at market levels. If the Council

.decides billboard advertising'is not appropriate, it should direct the Superintendent
of Buildings to cancel all leases or agrcements with tellants rvho use City property
solely for billboard advertising.

We recommend that the Office of lrlanagement and Budget:

Require departments to estimate their additional office sPace needs when preparing
their future budgets.

Ve recommend that the Department of Community Development:

Establish a priority for compteting the Mercer Corridor study by the end ot 1979

We recommend that the Building Department:

l. Estabtish specific space standards and guidelines for estimating office sPace needs
and for evaluating the City's sPace requirements.

2. Devetop^policies and procedures to establish a more open and public process for
. leasing City ProPertY.

3. Develop policies and procedures fo,' establishing rent levels and documenting the
neSotiations and methods used to determine the rent.

4. Establish a formal reporting process betrveen the Accounting Section and the Real
Estate and Property il{anagement Section to provi,je information on costsr revenues'.
and delinquent'renis for each City property being leased to individuals, organiza-'
tions, and businesses, excluding those leased by City departments. '

,. Establish a periodic inspection program for all properties rvhich are either vacant or
leased to otirers and noi used by Ciiy departments.

6. Determine whether properties used by tenants providing mutual and offsetting benc-
iits are needed for 

-operatii 'tg 
purposes by departments and if they are not needed,

setl the properties as stated irr Resolution 25723.

T. Before requesting major maintenance funding for properties occttpied by tenants
providing mutual-and offsetting benefits, assure that the property will be used in the
tuture as stated in Recommendation 5.

8. If properties used by fr,lOB tenants are still needed, use long-term leases instead of
annual leases.

.The remainder of tlris report is organized as follorvs:

Chapter I -- Background
Chapter It -- Leasing Property for City Purposes
Chapter III -- Leasing City Property

F> -3-
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'CHAPTER I

BACKGROUND

The Cityrs real estate and property mdnagement is, generally, tlre responsibility of the
Buitding f)epartment. Formerly by City Charter and currently by ordinance, the Super-
intendent of Buildings manages, controls, and maintains an inr/entory of the City's public
buildings and lands, except {or those belonging to the parks, library, liglrting, and water
systems. Seattle Cinter, the Board of Publ:c Works and the Engineering Department also
manage real property, street and alley rights-of-way, and sewer and solid waste utility
property. The City Council has specifically authorized the Superintendent of Ruildings to
lease property to and from other persons. Under Ordinance 107634, the Superintendent is
authorized to execute nerv leases and to extend the terms of existing leases for property
acquired by ihe City. ln the past, numerous individual ordinances have been adopted to
authbrize leases of certain property. The Building Department has leased City property
lor a variety of uses, rvhich include parking, billboards, housing, office and warelrcuse
space, and storage.

To hetp meet the office space and property needs of departments, the Superintendent,
underOrdinance 1A7252, has the authority to negotiate and execute real property leases
tor acquiring the necessary real property facilities. The ordinance also specifies lirnits for
the tease terms and the maximum cost per square foot for different types of r.eal
property. Once the Building Department obtains the property, it leases or subleases the
space or property to other City departments and agencies. For example, the Building
Department leases the space in the Arctic Building to various departments.,

The'Parks Department, City Light, and the Water Department also have real property
management programs. These departments generally do not use lcases when allorving
someone to use their property, but instead use permits rvhich can be cancelled on 30 days
notice. A major difference betrveen the permit and leasing practices is that those
departrnents using permits are usually allorving concurrent use of their property. For
example, the right-of-way for City Light transmission lines might also be used as grazing
land or larm land. Because these departments have a different system, .our survey was'
limited to the Building Department.

Vithin the Building Department, real property leases are the responsibility. of the Real
Estate and Property Management Section. For handling the entire property management
functions of acquiring, leasing, and disposing of property, the past budgets for the Real
Estate and Property Management Section have been the following:

' Expenditure Catggorv

Personel Services

Supplies

Other Services and Charges

Capitat Outlay

TOTAL

r977

$rcz,qee
11250

656r115

$ zo4,o3l
. lrl42

t16,840

$ ua,+oz
' lrfia

I, I  72,980

re78 L?7e

41,70q 41,300 _lLJao
$se t .z r t  $ , l1063.3 l l  S  t .qo1r777

'One 
person in the section handles most of the lcasesl the existing number of leases in 1979

and the 1979 budgcted revenue or cost associated with those leascs are the following:

-4-
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. Tvpe o[ Legse liumb.gT gf Lealls Bevenu.e-or (cost)

Propeity leased from other t9 . $ tr059ro0o.

Persons and organizations

Property leased to city Departments 5t $ zrlgtrooo

Property leased to non-City 82 S El'000

Persons and organizations '.

TOTALLEASES 174

, lE-
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CHAPTER II '

. .

LEASING PROPERTY FOR CITY PURPOSES

To meet the downtown offir:e space needs of City departmentsr the Building Department

leases about 16? 1121square feei of space from downtown ProPerty owners. This practice

has both short and long-terrn implicatiorrs for the city's Property mana8ement- ProSram.
Short-term space needl can be iatisfied effectively tlrrough leasing, bu,t 1s short-term

needs becomi treater and more permanent, teasing may become a less desirable option.

The issues concerning the City's long-term olfice space needs are not addressed in this

iepo.t, but have been"addressed in altay ?2, l9'i9 Centra_l Staff memo to.members of the

Personnel and Property ir4anagement Committee. Our audit survey did not concentrate on

ieasing property lrom-othersr-Uut we did flnd that short-term space olanning is not being

.done is'p.it of ttt" budget pio.us. Conse<1uently, bud€eted amounts for leasing costs do

not adequately reflect vrhat-the actUal leasing cost might be during the year'

ADDITIONAL SPACE COSTS ARE, NOT BUDGETED

Two new leases for additional space were approved by the Council, whic-h were not a

result of any 1979 Councit action increasing program_s-or staff, but rvere a direct result of,
, the 1979 Annual Budget approved in December 1978.. -BecarL.e these additional space

needs were not antici-pated in the Annuai Budget, additional funds were requested; the

request represents a significant increase in the leasing budge.t. In o19. case, the additional

tpii.-*ificost abouiStoo,t:e in 1979, rvhile the second lease will cost about 59'207-
SuitOing Department ofiicials told us that approval for a third lease will be requested in

the neir fuiure, aclding approximately $3+,160 to the 1979 leaqing costs. These three

t""r"r witi aaa 5t+l,szi, i 'tfx increise, to the S1,0.:g,oo0 already budgeted in 1979 for

leasing office sPace.

Departments have apparently not followed Standard Operating Procedur.e {SOP) /1100-016.

Aii"rOing to this Sijn, requests for.additions andlor alterations to building space^under

the Buitjing Department's jurisdiction should be submitted in writing to the Super-

int"nOent oi OuiiOingr truo #onths after the annual departmental budget submittal date,

which would be aboJt the first week in September. According to the Building Depart-

mentrs Assistant Superintendent for the Municipal Facilities Division, departments do not

submit such information, and as a result the Building Departmentrs budgct only refler:ts

ihe :costs of keeping thi existing space. He said until a request. is nrade, the Building

Dipartment has no idea how muclr adrlitional space will be needed by dcpartments for the

. 
yeir. Requests are submitted throughout the year.

Because departments do not seem to be following thg- SOP, and the SOP is not enforced,

the Councii does not have a realistic leasing cost figure to review during the budget.

Construction or purchase of an office building could be less expensive. in the long term

th"n lo"..ring, and we believe it is important that the City not make leasing. decisions on a

;i;;";;."i tlsis. Recent budgets foi leasing space have been increasing substantially due

io-tigt1"1. leasing costs and feater use of leased space. The follon'ing table shorvs the

Reaf Estate ancl Property i\l inagement Section's budgets for leasing sPace in 1977, 1978,

and 1979.

Leasiryl 9u$ggg
Percent Increase
Over Prior YearYear

t977
1978
1979

$ 6tzr76i
$ zcz,ooo 25.2
$ l,olg,ooo 3E,l

.6-
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space srntrnnnos nnn.cunqFNel nn ,nF!oF!

To do better space planning, morb specific space stanciards,and guidelines are needed' The
'superintendent of Buildings is responsiifu'fo. ensuring that Imptententation plans and

specifications retteii-"iluiriin"o r'po." standarcls, resource availabilityr and the gencra!

context,of tle ongoing City buitding-tp"g9-plans' +t..th" Present time' the Building

Department uses un iniormol standard dt tOO'-tquare feet Per Person' To be useful for

planning, space ,t"^iui.ri 
"re 

often. A"Jufopea-ior e99tr Jiit"tuht-occupational group of

employees such as professionat ano slitied' craft. The Building Departrnenfs informal

standard of 100 square feet per p"t'on l' no.t p:"t1t9-!T:Fh to evaluate rvhether existing

space is being efflt-ivefy lieO a19 to help'deP.?r.tmellJ plan their sPale needs. The

Assistant SuperintenOent 1o. the Municipal'Facilities Diviiion sa]!. that in planning for

long-term office needs a consultant rvouli be asked to develop specific space standards'

-7- . F
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CHAPTER IIT

'

LEASING CTTY PROPCRTV.

Many City-owned properties are not being- used for City purposes, and until decisions are

maO. cunterning tireii use or disposition, ihe City leases the property_to private citizens,

non-profit groufs, and businessei. The Building Department's Real Estate and Property

Manigenrerii S"ttion has been resporrsible for managing the leased properties- Our audit

iuru"| found that the leasing oi City property is not an oPen public 'process' that

rnnnug"rn"nt of tlre leased froperties needs improvement, that , m-ai9r capital im-

Drovements are needed for some'ProPerties, and that City property is being used for an

l"ii"ity (i.e., billboards) apparently inconsistent with Council intent and policy.

lmpartiality was a contracting principle frequentlv discussed tlrt["rj:tl;.S,"J'f::l-ff:;
cuiive study of procurement ccntractint. Impartiality ca
solicitation of interested a.nd qualified pursoni and through the use of fair and corrsistent

Lvituation criteria. The leasing of Ciiy property is not done'by using an open, public

proiu.r, and consequently, the Lity -does hoi seek tenants or establislr rents through a

iuUiie lro."rr. fo lchieve an impaitial leasing system, we believe that.the. public should

L" ,,otifiua of available properties ancl that rvhen rental rates 3re established the nego-

ii.tionr ancl procedures should be done under circunrstances established by public record.

6"."r.L 
-of 

ihe pr"i"n1-fractices, the State Departm.ent of Revenue assessed the City

{aiii i in-additilonal leaiehold excise tax, and the public cannot be assured that the Citv

is receiving the hiShest possible rent.

The. Building Department has no Standard Operating Procedure for obtaining tenants or

istiUtisfring"renti. There has not been any adv-ertising or bid Precess for.seelling tenants

ioi City pr"operties. I;the past, the City iras_obtained-tenants rvhen inclividuals contacted

1f\e B$it(is\5 $et(rt((\ec\t abq(t *i..g a fgicific aiece of ?ra7ertY' QncT)1is estabjlsJ"red-

i[iC tt" ir<fccested-garty n,isheo ta i6aoe'the prcpr,r]y. ]he -ren! is y6gliaieri betrxeen the

prospective tenant ina ine Real Estate and Property Management.Section's leasing agelt:

tni't."sing agent :' id appraisals are only done fcr properties which ha.ve. a substantial

dolar valu"er Ind basecl bir tf,e appraisal, iI one is doner and the negotiatibns, the rent

tigure is established.

In January 1979, tlre City was audited by the -S-tat-e-Qgga5tment of Revenue- to determine

. *rf,"it.. ihe proper leaselrolcl excise tai for 1976-197'S had been collected and reported

"c.oraing 
to'Chapter g2.2gA 

"f llg Revised Code of Vashington.(RCW).. The leasehold

excise tax is a tax'on ttte rent paid by private lessees using publicly 9w19d-prope-rty' .The
;;ii-.;;"rted that the City lhoulcr have collected an -idditional. 562!354 in leaseltold

excise tix for 34 properties, but 5+3r+tO or 7O percenJof the additional tax is related to

th;-F;";ay parrc g,ur"g". 
'The 

manager of the Real .Estate and Property Management

Section said the Clty iaid the ad<Jitfonal tax and the Larv Department is reviewing,

whether the City should take action to appeal'

According to the auclitor from thc Departmcnt of. Revenue, the city orved tnore tax bc-

calse it clid no, ur. o-prtrtic froccss (c.8., compctitiv.e.bidcling) and-c-ould not.Pro.ve it hnd

ili;i#'lh"'r,igh"it-p;ssibtc'rent. nci? sz.zg-a.o2o?l states tlrat if a leasclrold intercst

1, 
-;;1 

establis'ired ihrough competitive bidding, negotiatr:d according to stattltory

;;q;l;;*;;tr 1."gn.dirig ttre"rent.piiyable, or negotiitcd undcr circumstanr:es cstablished by

il6lt;-;";ora tinictr "clearly sliows ttrit trr"' rent was the maxitnum attainable, tlrtr

r+

CITY PROPERTY VITHOUT NN OPEN PUBLIC PROCESS

-8-
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I taxabte rent compr ing tlre tax

Department of Revenue may establish a taxabte rent comptltation for detcrmin

F"V"Uf". The Department of Revcnue used the County Asse.ssor's appra.isals and a ten

i"i."nt rate of return to determine the rent and then applied the tax rate to that rent'

For tnu eleven properties where - the Department :f.,lR:uunre 
used this formula' the

taxable rent was ui*uy, higher than the City's established rent' The. Department of

R;;;;.'lriii.i-u"ii;;A tir'? City coutd have collected an additional $tol'z+e ih t€rrt

between 1976 and 1978.

Either the City is not obtaining an adeguate.rate cr.{ return, or the.ap.praisal vaiue and.tire

Staters rate of return are not" realistic. The audit repor-! stated. that it appeared that

neeotiated rents were not the maximum amount possible. We lound two cases where rents

;;;;a lcw or when negotiations appear to have led to lorver rents.

- The leasing agent told us that one tenant subleases sPace rather than using-it

lor his ow'n p"rrpor"t. If a tenant does nct use the space and subleases the

soac. for 
" 

nieh". rent (\'hich seems to be the only rational economic prin-

;'ip-iJr li 
"pp"u?t 

that the City must not be charging enough rent'

"': ' - To initiatty meet the intent of the leasehold excise tax larvs, the City in June

iiZi- i.,ruiluated the rents paid by one tenant u1i18 nine pr,operties for bill=

Ullia iJ""itising. The nerv ients ti.rut rvere established were 66 Percelt hrgher

pgr rnonth than"the rents previo_gsly- paid and ad<Jed. an. additional $168 per'

month for a1 nine properties. The- leasing agent said that. h.e attempted to

aalust the rates to reflect the value oi the ProPertyr Pr1 lu.d little experience

in establiihing rents for billboarcls. The te_nant agreed with increases for thr^ee

properti;s .n"d ,uas willing. to accept. a slight increase for another ProPerty.
. For five otfrei properties, ih" tunoni did not'agree on the increases. Regarding

the increasus, th. tenant stated the followinf: "The amoutrt of rental.that is

. paid to a property o$,ner for an or1ldoo.1 aclvertising structure is directty
- related to tire income that is producecl by the displa.y surface. The rentals thst

;';;-h";;-r;q;;stJ for the niost part fir exceed the amo,.rnt that can be paid
. t o a n y P r o P e r t y o w n e r b y a n y o u t d o o r a . d v e r t i s i n g ! 9 m p 1 n y { o r l h e u n i t s t | r a t

"r" 
prJr"-'itiy tn the piop"ity and still operate the structures Prof itablY.'l .

. After neeotiating with ihe' tenant, tlre city'increased the rents, but instead of

cnargir,t' irr" 5ie'g uo.Iitional per'month, ine city only charged an.addftional

$ZO per month for all nine properties'

Management of leased City property needs improvement. During the audit surveyt we

identiiied the lollowing management problems'

The leasing agent did not have accurate and current information on costs and

tevenues generated from leased properties'

The leasing agent <loes not periodically inspect all the propertibs to see if they

are adequaief maintained and kept in good condition'

.- Leases involving mutual and of fsetting ben-efits have not bcen harrclted in, a'

timely manncr, and the Council did nol revierv the 1978 leasr:s as required by

. ordinance.

Actions to clcctare p'ioperty surplus and to reduce tlre number of properties and

lcases have been dela1tg6,

MANAGEMENT OE LEASED PROPITRTV NE

;--7=;):....:-.::..:
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Better Financial' Information Needed

,  - ^ :  - -  r - ^ -  . k ^  E l , . i l / | i n a  I \ .

The leasing agent receives'tittlc financiat information from the Building Dcparl'mentrs

Accounting Sectio,r i"gi.Oing thc leased properties, and consequently f" Iuy nct' :rlways

know who has paid the"rent 6, ho*v much ihe'city is spending on a.p.articular property for

maintenance. Better coordination and communication is needed betrveen the Btlilding

Department,s'Rccountini--Slction and the leasing agent. The following two examples

illustrate the problem

There is no formal report shorvitrg which tenants have paicl th-eir rent, arrd.in

one case, the leasing agent thouglt a tenant had paid the.1978 rent rvhen thu-

tenant .it""jfy-n"J iol'paiO. Afier reviewing the payment records for mutual

anO oftseiiing Ucnefit l,c.tses, we Jound.thaiseveral tenants were not billed

during 1978 ancl two tenantr, *ho were billed, did not pay their l9'r8 rent' The

..nrg.i and the feasing aglnt-in-.the Real Estate and Property Management

. section explained wr,y Iertain billings y:Ig not made, but they did not lcnow

that one of the tenants did not pay tf,e 1978 rent of sI,075. They though! tfte

rent hai Ul"n piiO. After confir*ing the probtem, the manag-er directed the

Rccouniirrs Settion to bill the tenant once again for the 1978 rent' :'he

. original bill was sent in February 1978'

.The leas inga8entbe l ievedtha t theAccount ings : : . i1 .1" - l ldno t te l l r r ,ha t the

. City's expEnsEs and revenues rvere for each leaiea eron91i1. H^o.wever, rvhen

we 
"r*eJ'the 

Accounting Section if such an analysis was done, rhey provided us

with the information. X report was done for l97E and apparently the leasing

- a8ent did not receive a coPY'

r  - - - a l  l - - ^ . . .

tf the city leases property, the leasing agent should knorv who has or has not paid the rent'

. tn addition, maintenance costs are rmpirtant to establish rent levcls and deternrinc thc

Gityrs rate of return.

Properties Should 9e InsPr:cted

one of the reasons v;hy the city leases ProPerty when the projects have not been intple-

mented or have Ueen aUanaonod is to ptdu"nt vindalism, unauthorized use and entry, and

the dumping of traslr on the site. Deipite the fact the.City has tenants on the property'

several City propeiti.i.r" not adequlilty *aintained.by-tl" t-.e:-o'l1'.-119 thu litcl< of

;;i;i. 
-inlpdctibns 

or visits to the proplrties 1n11 
allow tenants to neglect propcrtv

maintenance. rn uJaitionr-inspectiorrs'can be used to update thc property inventory kept

by the departmen;. 
-6;;fig 

ll ie.audit survey, we wcnt with the ledsing agent to visit and
' observe ZZ leased City properties. Some bi tft" properties we saw can be seen in the

photos on the *ri i '"i!r-rV!-uitit"d ;;;icon't'nuriii i properties and they appearcd to be

in good shape. nJ4oi,iot them rvcre rvelf maintainecl. 
' l ' lowever, 

rvr: also observed sorne

ooorty maintainediiop".ti"t, and founa-prop.erty-being used tltat was not on the leasing

!#;t,J;ii;;:"ii" rollorving are some cximiles of rvhat we found.

As we drove by one city lot, we noticed trvo billboards on the property' .The
teasing ul"nt ioutd not ;;l i uucr s"*ing tltem before' Ve found tlrat these

uiuuoi.jfi-;; ;;; ' l irl;; 
"; 

th; inventory,"even though rent is being paid' '

A house on lgth Avr.nue East rvas pooriy.maintained and-i ts lPFearal lcc 
w'c

not consistent wittr tlre maintained jrropeities surrounding it.. The grass was itt

least three feet tall an.f iioppcarcaltttit nobody was.occupying tho house' The

tearing'alcntloife,f tlr. 
-te'nlnt, 

and tlre tcnarrt subsequcntly cut tlte grass'

. Also, 
-the'tenant 

totd us tti;a nouo.ay had live<l in the hotrse lor fottr to fivc
' 

weeks.

-10-



l. These billboards are on city property, but were nol on lhe
list of leased properties. The Gity receives rent for these
billboards.

2. City lessees are required to maintain the property, but this
lence has been poorly maintained.

3. Cily property is used as storage hy a towing company. The
bil lboard was not l isled on the inventory, but the City is
collecting rent.

4. An abandoned truck is on city property adiacent to the
start of lhe Burke Gilman Trail.

5. This is a housc rented for $75 per month, but it is poorly
maintained.

- 1 l -
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North of Lake Union, the City leases a house. The house is very otd and run
down, and a niighboring unleased lot had very tall Brass arrd many blackber.ry
vines on it. A fence had becn torn dcwn and trvo abandoned cars werc on the

' lot. The leasing agent was unilrvare of these cars until the visit. The lot had
been cleared ani ttie grass and bushes were cut a year ago.by the City.

The teasing agent told us that he did not have the time to ln.spect most of the properties
the City 6wris and teases. He' ;aid he spends most of his inspection time rvith the
properties in the Mercer Street corridor.

Untimely Aiministration of Mutual and Offsetting Benefit Leasei

The City has several leases rvith various community and social service agencies and other
non-profit organizations, such as Active Mexicanos, C.A.M.P.r Central Area Group Homes,
and Senior SirVices Centers. Thcse tenants are called mutual and offsetting beneiit

'tenants because they provide community services in lieu of part of their rent. .Every year
the leasing agent attempts to renerv the leases and negotiate the terms, but these leases
are not belng-administered in a timely manner and have not been sanctioned b.V g,ldllance
as required 5y Ordinance 107634. In some cases, the tenants have not paid their l97E rent
or were not even billed for their rent.

The Council has expressed its intent and established gene.ral policies concerning these
' mutual and offsetting benefit (N{OB) leases. In the 1977 Statements of Legislative Inte:r:,
Resolution 25410, the Council stated that each non-profit tenant should sign a lease rvirh
the Building Department in order to continue using the proPerty..ln the.l.978 StateP.er:ls
of.Legislati-Ve Intent, Resolution 2572), the Council again stated its position and said the
following:

The City Council intends .that all non-profit tenants in rnunicipal buildings silzn
leases in accorclance vrith the Council Intent Statement in the 1977 Buclget. Tenanls
that do not ly sign such or are unr'.,i l l inq to rent, should g_lgrei
remarn tment is requested to examine ncn-

which structuresr if anYt sold because they have no foreseeable municica!

*.*
a

use, The City Council-further intencts that the City will proceed torvard a. policy of

charging non-profit tenants of City-owned properties a fair marl<et rent. (Emphasis

added)

tn addition to the resolutions, Ordinance 107614, passed in August.l978r states that IvIOB
leases shall be authorized by individual ordinatlces.

The leasing aBent told us that in 1978 approximately 50 percent of the MOB tenants had

leases witli thl City, and none of the eleven i\4OB tenants were authorized by ordinance to

use City property i; '1975. As oI June 13, 1979, the lcasing agent was stil l negotiating the

leases i"i ti lg. According to the leasing agent, the tvlOB leases are not lollcrved uP on or

authorized by. ordinance because the proces.s tal<cs too long. By the. tilne the le:tse terms

are agreed upon, most of the year has alreiidy passed. The major titne-cottsuming aspect

oI thJse types oi leases are the negotiations over the valuc and nature of in-l<ind services

which are. subst i tutcd for acttr-? ient.  He ci ted the tenart ts 'approval cycle and Law

Departmetlt changes as othcr cotrrributing factors to tlre delays.

As mentioned previousty,  two MOB tenants rvho rvere'bi l led did not pay.their  l978 retr t '

and tlreir uncoltccted rent representccl $l,Ztl or 2ll Perccnt of the total rent collccted.

Tle malrancr of tlrc Real llsiatc ancl Property [' lanagerncnt Scction has reccntly made

efforts to"try and col lect t l re rent.  tn:rddit ion, four lct tal t ts werc not bi l lcd. Trvo tet tants

were not biiicrl becutrse tlrc property was going to bc sold to thcm or bccattsc Property
o.un". i f , ip ,ui t l r i r ,  thc City hi id to bc clar i f ied. ' ln anothcr case thc bui l<l i l rg u'ns <lcrnol-

[ii;.f; ;i,| no..ttt rvas charJicd. Thc fourtlt tenant was rtot tril lcd becattst: thc rt'rtt is ottly

5i rria the City itcts or)ly i--; a lniclrJlenran to lcirse thc property. Tirc City tltclr sttl.rlcases

tfrc propcrty to thc orgaltization. -n- ' '

,,':r
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Although the Corrncil has established a qoligy that I\4OB tenants pay rent and if no rent is

piiO, tfiuy cannot use the property, the'nuil<Jing Department appears-reluctant to enforce

ifr" 
'p"fiiy 

by evicting the tenanis bccause of the community services provided by the
:organiz.tioni. n m"jlr issue related to the use of these properties. is whether the City

should continue to ldase these sites or sell them. This issue is discussed in the next

section.

Dglayed Efforts to Reduce the Number of Leased Properties

The practice of leasing City property to persons, organizations, and businesses is essen-

ii"ffy a method of holding properiy until the City departments decide rv'hat to do rvith it.

F;'. iuUsiantiat number"oi leises, the Council has intended that ProPerties not needed by

the City be surplused and solcl. 
-Such 

actions could significantly reduce the number of

leases .nA tf,. leise workload, but they have been delayed' ': :

The f,une 1979 leased property inventory shows approxirnately 82 leases.. Acc-ording to the

leasing a'entr-32leasls or 35 percent irrvolve fuiercer Corridor properties. In Resolution

isllt""oi.erning the Mercer iorridor, the council stated these proper.ties should be sold

6;;-.o*pf"ti.ri of development policies for these properties- b1- the. Department of

d"..rnity Development. ihe resolution rvas passed in January 1978 and. as of July 1979'

the Depariment oi Community Development has stil l not completed the.ir work. The

Director of Downtown F.ol"cts told us that the delay has been caused by three staff

;fi;;; during rvnic* there'was an eight-montf eeriod where nobody rvas working on the

prole?t. ne sriid the study should be completed by the end of the year.

In addition to these properties, the Council in January 1978 asked the B.uilding Depa.rtment

il R;;;l;i i i i i i izi to review properties leased to MoB tenants and recommend rvhich

"iru"tu..t 
should be sold because they have no foreseeable municipal use. About l2 leases

could be eliminat.J it the propertiei were sold. The Building Depai'trnent has sold one

;;6;rit to its MOB tenant'anct.lras cancellecl two leases. According.to the Real Estate

inA'Ft6p"tty tttun-og"ment Section's managerr. the.se. two ProPerties have not been sold '

because onu prop"itly-iri ttr".t end and thE oiher is in the Mercer Corridor. The Building

b;;;i*;i hur nof .I"t".*ined whether the remaining properties leased to Molls are

necessary lor future oPerating PurPoses'

MAg

Although the City expects the tenants to maintain th.e grouncls' th.e rnajor responsibility

i"i *"i"t"ining the structure (e.6., buildings and walls) b.elor]g1 to the City' The rnanager

of the Real Estate and Property-Managem-ent Section said that the sectiott does not have

enough money to maintain tire uiitOingi Prop".ty leased by the City should be maintained

to Drevent danqerous or unsafe conditions ancl <Jecreasing property values. The cost.of,

;p|i; ';ri-f3 
"*p.nsive. 

During our survey, we founi 
-two 

properties which needed

major repairs.

According to the manager of the Real Estatt-$9 Property,Mlllq:Tull,S::;
tion, a h6use uscd as a Broup hune for an.NIOI] tenant neccls at least )ll 'uuu

worth oi rorf to make iI lneet City electrical and plunrbing codcs, bu! h9 -slid
the cosi  oi  i "puir t  could easi ly be two or t l t rce t imes the est i lnated Sl l '000.
Becausc the electrical deficicncics pose a lilc safety .threat, the ltlanager

informed the tenant tlrat tlre house cin no longer bc uscd and must be vacatcd

until the repairs are made. Thc tluilding Departlnelrt stated that it,,cannot

aflord to mal<e thc rcPairs.

potcntialy 4arngcrous situation for rvlriclt thc City miglrt bc liable. ..Thc edgc

arosn.i ti it .ooi'of thc builcling is cracliing ancl larg,c clrtttrl<s are falling thrce

storics onto tt,. ground. itl.."City has bi-ocl<ed oii sevcrat cntranccs to thc
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building because 6t tfre hazard, but one entrance remains exposed because it is

the only ilut" to certain ofliies. According to the leasing, agent, the City is

,.rponriUi" for maintaining the building's siructure, and the manag,er of the

Section iiia-tft" Duilcling depart*ent was requesting $200'000 in Block Grant

. funds ro rcPair the building' '

INAPPROPRIATE I.'SE, dF CITY PROPERTY

The tenants of leased city property use the property f9f. a variety of activities, il-tl:li1*

fiiir;il-;;iirr;;: 1nL'urd of city proplrty. ror .billboard advertising seems inappro-
priO" given the C&n.itir past actio; concerning billboards and the tenantrs actions on

City property, inct;d-i"l-,i;i.*!ri piuning of Citv ft.e"t _tJees. 
our. audit.survev revealed

that the Building Oupu?t."nt has'inade{uate leise lgleeIre.nis 
with.the tenant and has a

; id " ; ; .b i i ;P ; . i " . t y ,wh ichdoesnotmeet theCi tyBu i ld ingCode.

The city council recently passed ordinance 108051 which prohibits erection, construction,

alteration, o. ,truitrral'rlvision of any billboard or. off-premise sign other than an off-

premise directionai-;i;;. ine Coun.it Citea aesthetic. safety, and economic reasons for

Iir iiiion, and some oithe re.?.sons were.the follorving:

The maintenance of a visually attractive environment is essential to the city'

esp".iuiii ln-fight of its naiurat scenic beauty and the lact that tourism is its
'second maior industrY.

Cur.bing the proliferation of billboards adiacent to Public streets and thor-

ouglrfares is necessarV t9 fig.note public'safety, wblfate, convenience and

The Building Department has, in the.Pxst, impleme.ntgcl council poticy concerning bitl-

boards on City prop"tty used is g.""nt'r"ttt. In Res.oluti on 25670, the Council 'tated that

i t w i r s C i t y p o l i c y t o p r o h i b i t r e n e w a l o f l e a s e s a l l o r v i n g b i l l b o a r d U s e s o n C i t y p r o p e r t y
located in greenbeli ui*"r. As a result, ih" Ouilaing Dedartment di( not renerv one lease'

;hi.h has r-esutted i;l""g"t 
"ii i." 

Litn" t"nunt; the-l-aw'Departtnent is handling the case'

Based upon Building Department r-e^cords.and researchr nine city pi'operties.have been used

for billboard advertising. since 1976, th.' . 'ents. ha.ve..v,aried troin $zo to.$too per month

depeniling upon tnl-iioi"iy, unO^occl.ding to the llr.rilding Department, the rent received

in 1978 was 53,690. As of June 1979, .1'. i ity r*s only reieiving rent lor eiSht propertics

because the City cancellecl one lease- In addition, another property is in the process of

being sold.

Jnadeotrate Lease Agreements

The agreements with the tenant to use city proqerty for billboards are not clear or well

documented. w" i"ui.ru"d the Real r,rtit. ano 
'Profierty 

Managernerirt section's files for

;[,hr'i l i l i";;;;i;Ji"g1n" ono bcing, sold and found only thrce leases where tltere n'ere

signed commitments wittt' the tenantir"pred"cessors and the City' We could not f ind any

lease agree-"ntr'*itt the tenant. Thus, there aPpears to be no formal authorizatiolr by

itt" CitI for the tenant to use the property' 
:

The only rjis,cussion betrveen the city and the tenant appears to be found in lettcrs datcd

in 1976, but it is stil l not clear, othei than rent, vr6at teinrs were agreed to. tn June 1976'

the Builclin' n"puil*elrt appaientty scttt a letier to the tenant conccrtli lt l i rent incrcases

and rent tcnns. 1 'he only tertn 'specif iecl  in the lct ter rvas t l rat  the sigr ls tnust bc on a

month-to-mo'th basis. Htrvever, oft". n"gotiations took ptacc betwcctr the City and the
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tenantr a letter was sent in December 1976 to the tenant by the Builcling f)epartment.
The letter only stated the.rents and made no reference to the turrr. n.?";Ji^g ;;l;;
leasing agent"the rents stated in the letter were wreng una *eri suUr"q,i.*-iity changed,
but no lease was ever signed. .

On January E, 1979, a Building Departmen_t inspcctor cited the Real Estate and property
!!-anagement section for a violation of the Seatile Building Code r?ll063Jo, iu.tiun 4924-4.The section prohibits billboards from being erected or ma.intain"J *ilnin'r00-i;;;;;.i
9:l-":: Td_r1"__gtlation -refers to. two signs located at 900 Broarl ii.;;t; *ni"n tr,e giiy
l_e_ases to a tenant. A{ter.receiying..the citation, the Real Estate ani property l\Ian'-agement Section requested that all biliLroards on City property be inspected. 

! -

Because of the citation, the Bullding D.epaltment requested in February l9z9 that thetenant remove one s.ign to comply rvith thi code. If thb tenant did not i"i"piv, tn" n"iia-ing DepartmeSt said the tenani'j occ_upancy would be terminatuJ ina ;"rh ;tsi;r';;ffi;
::::y^"1^",^l* l:l"nr's expense. Lt .ot J.uty t979, five months later, uoir,iffi'-rtirl
rematn on (-ity propertyr and no additional action has been taken by ihe Buitd.ing ne-partment.

ln contrast to the Building Department, City Light_took steps to estabtish a policy onbillboards and to remove them irom City property". city Lighi r"ui",""a iirtpoti.i", .on-cerning its temporary permits and determinei tnit no ner [errnits ro. oit-fr";i;;-rj;;,
would be issued and-all-existing permits for them would be cancelled. This action resultedwhen the Board of pubtic vork-s'faleo to appio". i;9r*,;;;;;;f r#;il:[;';; a;;;Light property. Because the perr its \\,ere cancelled, the t'enant *ur' ."liii."j to ."-ouoits signs. It took almost six months before they rvere removed, uno City iilhiurro r,ia i.threaten to remove the signs and biil the tenant for their removal.

a
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