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Summary 

This memorandum provides the Department of Finance and Administrative Services 
(FAS’) response to part two of SLI 58-1-A-2, which was adopted by the City Council as 
part of the 2012 budget process.  The SLI requested two reports, the first of which was 
transmitted to the Council on April 2, 2012 summarizing cost and funding options to 
complete needed repairs at City-owned buildings that have Mutual and Offsetting Benefit 
(MOB) tenant leases.   The second part of the SLI called for “…a review of the present 
MOB situation, policies for MOB leases, and options for MOB facilities, including 
disposition of the property to current tenants or entities that would ensure that the 
buildings continue to be leased to organizations providing a public benefit.  This report 
shall be developed with input from current tenants and be informed by a survey of current 
MOB tenants to assess their ability to pay the lesser of fair market rent or standard City 
rent for similar facilities.”  The following responds to the Council’s direction by 
summarizing future ownership and management options for MOB tenants and facilities, 
assessments of current MOB tenants’ ability to pay standard City rent, and tenant input 
obtained during our study. 

 

Background 

The City owns six buildings that house private non-profits with Mutual and Offsetting 
Benefit (MOB) leases, thereby allowing the tenants to pay the City rent, in whole or in 
part, through the public services they provide.  The majority of non-profits have occupied 
their respective buildings for more than 35 years.  With the exception of the SE Health 
Clinic, which was built with County bond funds in the late 1980s, these buildings were 
City-owned facilities that either became surplus in the 1960s or 1970s, or that the City 
had acquired during the same time period for the specific purpose of having private non-
profits provide social services in order to meet emerging needs.  The last time the City 
updated its MOB policies in the late 1980s, it was managing nine MOB leases.  As 
organizations and needs changed, several tenants moved to other buildings or ceased 
operations. Most recently, Goodwill Development Association disbanded its Teen 
Parents program at the City’s MOB facility at 322 18th Avenue after the City’s Human 
Services Department (HSD) terminated its contract in June 2012.  The City’s remaining 
six MOB leases are at facilities that house the Central Area, Greenwood, and Northwest 
Senior Centers; South Park Neighborhood Service Center; Centerstone (Formerly Central 
Area Motivation Program); and the Southeast Seattle Health Clinic.    

Table 1 lists the City’s current MOB tenants, when they (or their predecessor 
organizations) first began using the facility, what public services they provide and a short 
description of how the City acquired the properties. 
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Table 1:  Current MOB Tenants 
 
Tenant Facility 

Name 
Start 
date 

Services provided How  City acquired 
property 

Centerstone 
(Formerly 
CAMP) 

Former Fire 
Station 23 

1967 Energy assistance, 
Food bank, Youth 
programs. 

1909 fire station 
converted to 
community use with 
HUD and model cities 
funds. 

Senior 
Services 

NW Senior 
Center 

1973 Senior Programs, 
Social Work, Legal 
Consultations, 
Financial Assistance, 
Health Care, Meals 
on Wheels. 

Purchased with model 
cities funds. 

SPARC South Park 
Neighborhood 
Center 

1973 Food Bank, Meal 
Programs. 

Former Fire Station 26 
converted to 
community use with 
model cities funds. 

Central Area 
Senior Center 

Central Area 
Senior Center  

1975 Senior Programs, 
Hot meals, Physical 
Activities, Wellness 
and Services, Arts 
and Crafts. 

Acquired nursing 
home with 
Referendum 29 Funds, 
gifts, Federal funds 
and converted to 
senior center. 

Phinney 
Neighborhood 
Association 

Greenwood 
Senior Center 

1978 Senior Programs, 
Meals, Health, 
Legal, Beauty, and 
community 
meetings. 

Purchased medical 
clinic with Ref. 29 
funds, CDBG and 
converted to senior 
center. 

Neighborcare SE Health 
Clinic 

1990 Health and dental 
care for low-income. 

Built with County 
bond funds. Tenant 
shares facility with 
Public Health – 
Seattle King County. 

 
Although these tenants have occupied City-owned facilities for many years, most are on 
month-to-month rental status with leases that expired in the mid-1990s.   
 
Table 2 summarizes the current status of leases for each of the MOB facilities. 
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Table 2:  Status of Current Leases with MOB tenants 
 
Tenant Start 

Date 
Current 
Lease 

Current Lease 
Status 

  Current 
Monthly 

Cash Rent 

 Current 
Monthly 

Services Rent

Centerstone  1992  month-to-month $392  $3,192 

Central Area Senior Center   1992 month-to-month $246  $3,503 
Greenwood Senior  Center   1987 month-to-month N/A $2,342 

Northwest Senior Center   1973 Annual N/A N/A 

SE Health Clinic  1990 month-to-month $1,100  $5,926 

SPARC  1992 month-to-month $283  $1,176 
 

Present MOB situation 

FAS currently owns six buildings that it leases to non-profit tenants through MOB leases.  
Facilities with MOB leases include three senior centers (Central Area, Greenwood and 
Northwest), a neighborhood service center in South Park, a community based non-profit 
in the Central Area focused on moving people from poverty to self-sufficiency, and a 
health clinic in Southeast Seattle.  Because MOB tenant’s rent does not cover full 
maintenance costs, the City has had to utilize other resources to keep its MOB buildings 
in good repair. 

In its 2012 proposed budget, FAS included $1.9 million in unprogrammed funds from a 
property insurance settlement to repair and replace roofs at a number of MOB facilities. 
During budget deliberations, the City Council issued SLI 58-1-A-2 requesting the 
Executive to identify all other non-roof related repairs needed to maintain the facilities in 
a tenantable condition. FAS subsequently hired ARC architects to identify and provide 
cost estimates for other critical repairs.  In addition to the $1.9 million, ARC identified 
$312,000 in critical non-roof repairs.  

FAS completed roof repairs at the SE Health clinic in August 2012. Work on the other 
facilities was deferred for the 2012 building season pending the outcome of this second 
report.  Currently, FAS staff are in the process of completing design documents for roof 
replacement projects to allow for a shorter execution timeline at each location where the 
City decides to move forward with the work. 

Table 3 below summarizes the total cost of needed repairs by property. 
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Table 3:  Planned Major Maintenance Repairs to MOB facilities 

Facility Name Address Tenant Re-Roof 
$ 

Other 
Repair 

$ 

Status of work 

Central Area 
Senior Center 

500 30th Ave S Central Area 
Senior Center 

455,000 64,000  Design 
underway 

Centerstone 722 18th Ave S Centerstone 315,000 132,000  Design 
underway 

Greenwood 
Senior Center 

525 N 85th St Phinney 
Neighborhood 
Association  

    Excluded due to 
plan to redevelop 
property 

Northwest 
Senior Center 

5431 32nd Ave 
NW 

Senior 
Services     

265,000 41,000  Design 
underway 

SE Health 
Clinic 

4400 37th Ave 
S 

Neighborcare   485,000    Completed 
August 2012 

South Park 
Neighborhood 
Center 

8201 10th Ave 
S 

SPARC  275,000 44,000  Design 
underway 

Teen Parent 
Home 

339 22nd Ave 
E 

 Vacant 105,000 31,000 Work deferred 
until disposition 
decision 

 Total     1.9M 312,000   

 
The current situation has created several challenges for both the City and its tenants.  
From the City’s perspective, cash rents have not increased commensurate with the costs 
of maintaining the facilities and the expired leases contain antiquated provisions that do 
not align well with current operating conditions or practices.  From the tenants’ 
perspective, not having site control through long-term leases impedes their ability to get 
external funding for facility improvements. Furthermore, the service levels MOB tenants 
currently receive from FAS, which historically had exceeded lease minimums, have 
declined in recent years due to ongoing budget constraints. 
 
As a result of the recent economic downturn and significant budget reductions, FAS has 
been forced to reduce services system wide, including service levels provided to MOBs.  
Currently, FAS staff provide only the level of maintenance called for in its MOB tenant 
leases, which is generally limited to maintaining the external and structural portions of 
the buildings (roofs, exterior walls, structural members and foundations) and major 
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systems.  In each case, tenants have assumed additional maintenance responsibilities; 
however, some tenants have deferred maintenance items due to their own budget 
constraints.  Further, although FAS has recently provided clear direction on what 
maintenance activities it will or will not perform, the antiquated language of the leases 
does not provide guidance on how to address “new” issues, such as mandatory ADA 
improvements. 

The gap between cash rent received from MOB tenants and the City’s Schedule 2 rate as 
identified in Table 4 below has been offset, in part, by annual General Subfund 
appropriations of $350,000.  The City has maintained the facilities within available 
resources by reducing services and deferring maintenance. 

Table 4:  Annual Gap between Cash Rent and Schedule 2 rent for MOB facilities 

Tenant Annual 
Cash 
Rent 

2013 
Schedule 
2 Annual 

Rate 

Cash rent 
to Cost 

Gap 

Additional 
Information 

Centerstone $4,699 $98,439 ($93,740)   
Central Area 
Senior Center 

$2,957 $152,908 ($149,951)

  
Greenwood Senior  
Center 

$         
- 

$81,886 ($81,886) 

  
Northwest Senior 
Center 

$         
- 

$74,925 ($74,925) Lease says City shall 
make no repairs. Tenant 
paid $19,000 in 2012 to 
make repairs and 
deferred some 
maintenance. 

SE Health Clinic $13,194 $74,676 ($61,482)   
SPARC $3,390 $51,989 ($48,599)   
Total $24,240 $534,822 ($510,582)   

 

Policies for MOB leases 

Since the City first began leasing its buildings to non-profit tenants for services in 
exchange for partial lieu of rent, it has struggled with the level of support it should 
provide to these facilities.  City staff have tried to juggle their stewardship responsibility 
to maintain these buildings, their desire to adhere to state law prohibiting the gift of 
public funds, and their support of the community services provided by the tenants who 
occupy these facilities.  Although the pressure of maintaining its MOB buildings without 
an adequate rent stream has proven challenging, public officials have found it extremely 
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difficult to raise rents or develop other successful models to manage these properties, 
short of transitioning out of ownership of them.   

The City received no cash rent from its earliest MOB leases.  In 1968, the City entered 
into a month-to-month lease with CAMP (now Centerstone) through which CAMP 
assumed responsibility for utilities and janitorial services and the City assumed major 
maintenance responsibilities for the facility.  In 1973, the City entered into a lease with 
Senior Services for the Northwest Senior Center that also collected no cash rent.  This 
original one-year lease had a provision for automatic annual renewals that remain in 
effect today. The Northwest Senior Center lease expressly prohibits the City from making 
repairs to the structure of the building, including roofing, walls, foundations and existing 
connections to and from the premises  

By the late 1970s, the Council began formulating policies for non-profit tenants in City-
owned buildings.  Through Resolution 25410, which was adopted as part of the 1977 
budget process, the Council stated its intent that non-profit tenants in City-owned 
properties be required to sign a lease with the City to use their respective properties.  The 
Council also made it clear that leases should specify that the City, through its former 
Building Department, was responsible for performing major maintenance and short-term 
capital maintenance on MOB facilities. Tenants were expected to pay for non-capital 
repairs through a rental assessment of one percent of the value of the property; however, 
the City’s Building Department was authorized, at its option, to allow non-profit tenants 
to perform their own non-capital repairs in lieu of the one percent rent.  This new policy 
was quickly met with resistance from Senior Center tenants who felt the new charges 
placed an undue hardship on their programs.  In response, the Council adopted 
Resolution 25609 as part of the 1978 budget process, which committed 1978 CDBG 
funds to cover the costs of short-term repairs to senior centers.  
 
In 1980, as a partial response to a 1979 report by the City Auditor that found the Building 
Department was not reviewing MOB leases in a timely manner, nor evicting MOB 
tenants for non-payment of rent or failing to negotiate renewals, the City Council directed 
the Building Department’s successor, the Department of Administrative Services (DAS) 
to establish cash rents sufficient to cover the City’s administrative charges and major 
maintenance costs, and to collect service rents sufficient to ensure that the total rent 
equaled the fair market  rent of the property.  The  policy also requested that the 
Executive monitor services provided by MOB tenants.  
 
Over the next several years, MOB leases were revised to conform to the new policies, but 
by 1988, the City Council revised this policy because the cash requirements were 
compromising the MOB tenants’ ability to provide services. The last update, which was 
the 1988 MOB policy , included a calculation of the City’s annualized long-term costs for 
administration and maintenance.  The policy called for tenants to pay progressively more 
of this annual cost, ramping up from 20% in the first year to 50% in the final year, and 
50% for subsequent renewals.  Funds for the remaining percentage of the annual cost are 
supposed to be appropriated from the General Fund through the adopted budget each 
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year.  Services provided by the tenant in lieu of rent were to make up the difference 
between fair market rent and the cash rent paid by the tenant. 
 
Although the 1988 policy has not been updated and is therefore still in effect, current 
practices deviate from the policy guidance established at that time.  Because the City has 
not renewed MOB leases in recent years but instead allowed them to operate on month-
to–month status, the actual cash collected from rents is significantly less than 50 percent 
of the City’s administrative and major maintenance costs.  Even if leases were renewed 
and formulas updated, the City would not be collecting enough money to cover 50 
percent of the costs, because the actual costs to maintain these buildings is significantly 
higher today than the dollars allocated by formula due to the low fair market value of the 
improvements on most of these properties and years of deferred maintenance.  
 
It should be noted that, with the exception of Neighborcare, the City supports each of its 
MOB tenant agencies directly through contracts with the Human Services Department 
(HSD).  As shown in Table 5 below, current contracts range in value from a little more 
than $23,000 per year (SPARC) to more than $100,000 per year (CASC).   HSD 
measures contract compliance based on hours of operation and number of activities. The 
MOB leases measure service rent by the number of volunteer hours multiplied by the 
minimum wage for many of the same activities. 
 
Table 5: Human Services Department (HSD) Contracts with MOB Tenants 
 

 
 

SLI Response Methodology  

As part of the 2012 budget process, the Council requested the Executive to explore 
whether the MOB tenants could pay the lesser of fair market rent or the City’s Schedule 2 
rate.  The Schedule 2 rate is the annual amount per square foot that City departments pay 

Program

2013   HSD 

Contract  $ Clients 

Hours of 

Operation

Health 

activities #

Other 

Activities #

Support 

Group 

Activities #

Office/ 

Home 

visits #

Central Area 

Senior Center

$103,753  900 2,100 96 180 60

Greenwood 

Senior Center

$60,989  1,100 2,100 270 260 40

Northwest 

Senior Center

$38,679  2,500 2,300 154 240 50

SPARC Senior 

Program

$23,284  75 600 90 40

Centerstone 

Food Bank

$35,607 
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for space (office and warehouse) outside the downtown core and is based upon the actual 
cost to manage and maintain the entire Schedule 2 portfolio.  Schedule 2 provides a 
complete suite of maintenance services to all aspects of the facility, a much higher level 
than what is required by the current MOB leases.  To establish fair market rent, FAS 
hired Chiles and Company to provide a Broker’s Opinion of Value for each MOB 
facility.   

Chiles and Company determined highest and best use for each facility and sought out 
comparables to establish both potential purchase price and fair market rent. Some of these 
MOB facilities possess attributes, such as location, zoning, or historical designation that 
limit their marketability.  Tables 6 and 7 show the MOB property values and fair market 
rent based on Chiles and Company’s assessment. Note that these values are now more 
than six months old and, if the City were interested in selling any of these properties on 
the open market, FAS would go through a formal appraisal process before completing 
any transactions. 
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Table 6: Value of MOB Buildings 

 Land 
Assesse

d  
Value 
$000  

Improveme
nt  

Assessed 
Value 

 $000 

Total 
Assessed

Value 
$000 

Broker 
Opinion
of Value 

$000 

Expansion or development 
potential 

Centerstone 998 428 1,426 2,400 Limited due to zoning and 
historic landmark status.  

Central 
Area Senior 
Center 

2,304 848 3,152 1,500 Zoning allows up to 10 single 
family view houses on site. 

Greenwood 
Senior 
Center 

1,759 173 1,932 1,000 Zoning allows additional height 
and uses. 

Northwest 
Senior 
Center 

1,082 500 1,582 1,000 Zoning allows additional height 
and uses. 

Southeast 
Clinic 

1,875 3,936 5,811 4,350 Zoning allows for additional 
uses and additional height. Site 
area is fully utilized in current 
configuration. 

SPARC 100 533 633 500 Limited due to zoning and 
potential landmark status. 

Teen 
Parent 
Home 

244 316 560 500 Extra lot could be sold, or 
additional home built. 
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Table7: Calculation of Fair Market Rent 

 
Tenant 

Rentable Sq  
ft 

Fair Market 
Rent /Sq ft 

Fair Market Rent 
per month 

Centerstone          17,200  $18.00  $25,800  
Central Area Senior Center          11,073  $15.00  $13,841  
Greenwood Senior  Center            9,211  $12.00  $9,211  
Northwest Senior Center            8,428  $16.00  $11,237  
SE Health Clinic            8,400  $12.00  $8,400  
SPARC            5,848  $10.00  $4,873  
Total          60,160  $73,363  
 

In each case, despite all value reductions related to specific facilities, the City’s Schedule 
2 rent was less than the fair market rent. However, as is apparent in Table 8 below, the 
gap between Schedule 2 rent and the amounts MOB tenants are currently paying each 
month is substantial. 

Table 8:  Current gap between Cash Rent and Lesser of Fair Market Rent and Schedule 2 
Rent 

Tenant Monthly 
Fair 
Market 
Rent 

Monthly 
Cash 
Rent 

2013 
Schedule 

2 
Monthly 

Rate 

Monthly Cash 
Rent to  

Schedule 2 Gap 

Centerstone $25,800 $392 $8,203 ($7,812) 

Central Area Senior 
Center 

$13,841 $246 $12,742 ($12,496) 

Greenwood Senior  
Center 

$9,211 $0 $6,824 ($6,824) 

Northwest Senior 
Center 

$11,237 $0 $6,244 ($6,244) 

SE Health Clinic $8,400 $1,100 $6,223 ($5,124) 

SPARC $4,873 $283 $4,332 ($4,050) 

Total 73,363 $2,020 $44,569 ($42,549) 

 

FAS staff met with each MOB tenant to discuss the Council’s SLI, share the results of 
Chiles and Company’s assessment, and solicit their responses to the question of whether 
they could pay the lesser of Schedule 2 or fair market rent.  As a group, MOB tenants 
perceive any rent increases as a cut in City support which will have a direct impact on 
their ability to provide services to targeted populations. See Appendix A for tenant 
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responses.  As discussed in the next section, while tenants would balk at paying 
substantially more rent, several are interested in acquiring the properties they currently 
occupy through transfer or sale. 

 
Options for Moving Forward 

FAS staff believe the City’s current approach to MOB’s is not sustainable because the 
existing methodology for calculating cash rent does not adequately cover the City’s 
facility maintenance costs and MOBs tenants have limited ability to absorb a larger share 
of the rent without needing to cut services to targeted populations.  Although the status 
quo is unsustainable, each facility has a range of options as illustrated by Table 9 below.  
As mentioned above FAS has discussed these options with each organization. 
 

Table 9:  Options  

Tenant Option 1 
Revise 
Lease 
and 
Subsidiz
e Rent 

Option 2 
Turn 

Maintenanc
e over to 
Tenant  

Option 
3 

Transfe
r 

Propert
y to 

Tenant 

Option 
4 

Sell 
Propert

y to 
Tenant 

Option 5 
Terminat
e Lease 

Centerstone √   √  
Central Area Senior 
Center 

√  √   

Greenwood Senior  
Center 

√  √   

Northwest Senior Center √ √    
SE Health Clinic √   √  
SPARC* √    √ 
*SPARC has sent the City a letter saying it wishes to terminate lease at the end of 2013, 
although it has indicated a willingness to continue operating the building if it receives 
sufficient support.  

Option 1 – Revise Leases and subsidize 

Each facility could remain within the City’s inventory, provided funds were available for 
the ongoing maintenance of the structural and major mechanical portions of the 
buildings.   If this option were pursued, the City would enter into new long-term leases 
with each MOB tenant to establish monthly cash rents agreed to by the parties.  This cash 
rent amount could be set at a modest level at the beginning of the lease term and then 
increase over time.  Any deficiency between the cash rent and the cost to maintain would 
need to be funded through a General Subfund subsidy to ensure adequate funds to 



Mutual	and	Offsetting	Benefit	Lease	Policy	
FAS	Response	to	SLI	58‐1‐A‐2	Part	II	

August	15,	2013	
	

12	
	

properly maintain the facilities that remain.  As described in Option 2 below, FAS 
recommends that any subsidy be part of the provider’s contract for services with HSD. 

Option 2 – Revise leases and turn all maintenance over to tenant 

An alternative to providing a General Subfund subsidy to cover FAS’s costs to perform 
ongoing maintenance of the structural and mechanical portions of the buildings is to 
allow the tenant to take over these responsibilities as part of its long-term lease. This is 
currently the arrangement that the City has with the Northwest Senior Center through its 
existing lease. This approach could save money for the tenants as they may be able to 
procure maintenance and repair services at a lower cost than the City, however, there is a 
risk to the City that maintenance on its buildings will be deferred, creating additional 
problems in the future. 

In our discussions with the Northwest Senior Center, staff indicated that they would like 
to renegotiate their lease and have the City provide maintenance, preferably with a 
reduction in rent, in exchange for services similar to other MOB tenants. In 2012, 
Northwest Senior Center spent an unbudgeted $19,000 on maintenance and had to defer 
some items. Other tenants have varying degrees of interest and capacity to assume 
maintenance responsibilities. Neighborcare, for example, manages multiple properties 
including several that it owns, and would be well-positioned to do its own maintenance. 
However, the SE Clinic operated by Neighborcare shares a building with the Seattle/King 
County Department of Health, and the Department of Health pays the City Schedule 2 
rent to maintain its share of the building.  This makes it awkward, but not intractable, for 
Neighborcare to provide maintenance services.   

Option 3 – Transfer properties to existing private non-profits 

In general, the City cannot transfer property to a non-profit without adequate 
consideration because it would be considered to be a gift of public funds, which is 
prohibited by the Washington State Constitution. There are specific exceptions, including 
one that applies to two MOB facilities owned by the City -- the Greenwood and Central 
Area Senior Centers. 

In 1972, the State issued $25 million in bonds to fund facilities for social services, adult 
and juvenile correction or detention, child welfare, day care, drug abuse and alcoholism 
treatment, mental health, public health, developmental disabilities, and vocational 
rehabilitation, as codified in RCW 43.83D.   In 2006, the Washington State legislature 
passed a bill which amended RCW 43.83D.120 to allow facilities purchased with 
Referendum 29 funds to be transferred to certain non-profits without further 
consideration as long as the deed transferring the property includes a provision for 
immediate reversion back to the public ownership if the nonprofit ceases to use the 
property for the intended purposes. The law also allows the nonprofit to sell the property 
transferred if certain conditions are met. 
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Both Greenwood Senior Center and CASC were acquired in part with Referendum 29 
funds and the tenants in each of those facilities are interested in taking ownership through 
the mechanism provided in RCW 43.83D.120.  

Option 4 – Sell property through a negotiated sale to the tenant or third party non-
profit.   

Both Neighborcare and Centerstone have indicated a desire to purchase the properties 
they currently occupy.  Neighborcare shares the SE Clinic building with Seattle/King 
County Public Health, which has a lease through 2017 with the City at Schedule 2 rates.  
Any sale to Neighborcare would require provisions for long-term continued use of a 
portion of the building by Seattle/King County Public Health.  Neither SPARC nor 
NWSC are interested in acquiring the properties they lease. NWSC’s long-term plan is to 
find an alternative location for the senior center.   

Option 5 - Terminate lease, dispose of building 

Unless a decision is made to stop delivering services provided by a particular MOB 
tenant, selling any of the facilities would require obtaining replacement space on the open 
market.  This option may make sense in the case of SPARC due to an interest by 
SPARC’s leadership to cease operation of the building.  For the other locations, however, 
we do not consider this to be a viable option as the fair market rent for replacement space 
would exceed the cost to maintain the buildings currently housing each program. 

SPARC has indicated its desire to sever its lease if it is unable to secure $50,000 per year 
of additional funding from the City to continue to operate the building.  FAS and HSD 
have explored options to move senior programs to other locations in South Park and 
believe there may be capacity to operate these programs in other close-by locations. If 
this lease were terminated, the City could explore turning the facility over to another non-
profit or selling it through a negotiated sale or on the open market. 

FAS Recommendations 

Due to the strong ties each MOB operation has to its community and the value of the 
services provided, it is safe to assume that the mission of each of the MOB tenants will 
continue for the foreseeable future.  Because of this, as well as the fact that ownership 
would provide the operators with more flexibility moving forward, we recommend 
transferring facilities to the MOB tenant organizations where feasible.   

In the case of the Greenwood and Central Area Senior Centers, this transfer may be made 
without consideration under RCW 43.83D.120 (See Option 3 above).  We recommend 
this option so long as the organizations demonstrate an ability to maintain the facilities on 
an ongoing basis.  The Phinney Neighborhood Association owns and successfully 
operates facilities of its own and therefore has proven its ability to be good stewards of 
the Greenwood Service Center.  The Central Area Senior Center is a younger 
organization and therefore additional research is required to ensure this is a viable option. 
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Both Centerstone and Neighborcare Health (a tenant at the SE Health Clinic) have voiced 
an interest in purchasing the buildings they occupy, and we recommend entering into 
negotiations to achieve sale terms agreeable to both the City and the tenant organizations.  
Any transfer to Neighborcare Health will require provisions for the long-term occupancy 
of a portion of the facility by the other major tenant in that building --Seattle/King 
County Public Health.  This may be accomplished through a long-term lease between 
Seattle/King County Public Health and Neighborcare. 

Neither NW Senior Center nor SPARC have expressed an interest in acquiring the 
buildings they occupy.  For NW Senior Center, we recommend entering into a new, long-
term lease that provides for major maintenance to be performed by the City to ensure the 
long-term health of the facility.  As reflected in its response to FAS’ inquiries, SPARC’s 
leadership voiced its desire to focus on its core mission of economic development and to 
no longer engage in the management of the facility (see attached Appendix).  Upon 
reviewing the human services delivered at the SPARC facility and other public buildings 
in the area, we believe it may be possible to provide most, if not all of SPARC’s services 
from other nearby facilities.  Additional investigation will be required, however, should 
this prove feasible we recommend closing the SPARC building and disposing of the 
property through the City’s disposition process. 

Based on current subsidies provided from the General Subfund, the City could save about 
$275,000 each year in avoided operation and maintenance costs by implementing these 
recommendations: 

Rent 
Subsidy Comment

Transfer Property
Centerstone -            Sell property
Central Area Senior Center -            Transfer at no cost per RCW
Greenwood Senior  Center -            Transfer at no cost per RCW
SE Health Clinic -            Sell property

Provide Rent Subsidy
Northwest Senior Center 74,928       Maintain current programs.
SPARC -            Transfer programs to other facilities.

74,928       
Existing General Subfund Subsidy: (350,000)    

Financial Savings to General Subfund: (275,072)  

Note: Rent subsidy shown is 2013 Schedule 2 rate.  

Ongoing Management of Facilities Retained by the City 

For facilities that remain in the City’s inventory, there are two issues to consider: 1) how 
the facility will be maintained going forward and 2) who will pay for it. With regard to 
the first issue, we believe that FAS’s Facility Operations Division is in the best position 
to either maintain the facilities directly if provided adequate funding, or oversee the 
maintenance of the facilities if that maintenance is performed by the tenant. With regard 
to paying for maintenance, if the cash rent provided by the tenant is not sufficient to 
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cover maintenance costs and the City provides a subsidy, we recommend that the City 
budget Schedule 2 rent directly in HSD’s budget for payment to FAS and that HSD 
contract with the MOB service provider for services for an amount equal to the rent 
subsidy. 

FAS staff believes this change is in the best interest of both the City and its service 
providers. First, it aligns responsibilities with the core competencies of each department.  
HSD is in the best position to ensure the City is receiving services that would meet the 
requirements of a subsidy and would be furthering its policy objectives, while FAS is 
better suited to maintaining facilities.  Second, this option provides more transparency 
regarding the amount of support the City is providing to support desired social services.  

We believe there might be additional potential benefits to service providers because HSD 
provides direct support through existing contracts with all but one of the current MOB 
service providers.   Where there are existing contracts, the rent subsidy could be folded 
into HSD’s current contract.  This would likely reduce duplicative record keeping and 
reporting for the service provider who now has to report on one set of measures to HSD 
to meet its contract requirements and separately to FAS on another set of outcomes to 
meet its MOB requirements.  A single point of contact and a single contract is likely to 
provide efficiencies.  

 
ATTACHMENTS:   TENANT RESPONSES  
 

Attachment 1:  Central Area Senior Center Response 
Attachment 2:  Centerstone (CAMP) Response 
Attachment 3:  Neighborcare Response  
Attachment 4: Northwest Senior Center Response 
Attachment 5: Phinney Neighborhood Assoc. (Greenwood Senior Center) 
Response 
Attachment 6: SPARC Response 

 

 
 







 

 

November 29, 2012 

 

Kyle Joyce 

Department of Finance and Administrative Services 

PO Box 94689 

 

Dear Mr. Joyce, 

 

Thank you for meeting with us at Centerstone on November 15th to review current MOB policies and suggested 

changes to the rental agreement.   

 

After careful review of the information in the Council SLI and the other documents you provided, we want to 

start by saying how much we appreciate the clear message that your department is committed to working with 

us to come to a fair and equitable agreement.  

 

We realize that our current rent of $3,191.75, with 10% of it in cash and the remainder provided as services, 

which benefit city of Seattle residents, has long been outdated. We are happy to move forward with a 

discussion resulting in an increase in rent, but due to our tight budgetary constraints, it’s imperative that we 

don’t sacrifice our level of service to those living in poverty in Seattle. We suggest that a building rent value 

should be decided and the services that Centerstone provides to the community should be taken into account 

for a revised discount to that amount. 

 

In 2011, we provided the following services: 

Food Bank 
  

 
Food given to residents of local area (@$1.50/lb) 

 
$1,628,314  

 
Individual Served 

 
87,194 

 
Volunteer Hours Provided  

 
10,474 

    Energy Assistance 
  

 
# of Clients given grants to help with energy costs 

 
12,458 

 
Amount distributed in grants  

 
$4,024,081  

 
Hours of Energy Conservation Education Provided 

 
3,114 

  

 

Also, in addition to the services we offer, Centerstone has leveraged available private and public funds to make 

approximately $150,000 of repairs and upgrades to the building over recent years including: new carpeting, 

refinishing existing flooring, adding updated room dividers, repainting, bathroom remodel, conference room 

and kitchen remodel, replacing inefficient freezers in the food bank and removal of various defunct hardware 

and fixtures. 

 

 

 

 



 

 

Based on our conversation and the figures provided, we’d be interested in continuing the current limited 

services maintenance arrangement that seems to cost somewhere in the $15K/ year range.  With that amount, 

our revised calculations for ‘Updated Rent with 50% of Admin and Maintenance Costs’ as outlined in the Rent 

Calculations spreadsheet,  we would be able to afford an increase based on the numbers below.  

 

Updated Rent per 50% of Recent Administrative and Maintenance Costs 

 
Estimated Maintenance Costs (2011) 

 
$15,000  

 
Monthly Maintenance Cash Rent at 50% 

 
$625  

 
Property Management Specialist (loaded at 5%, 50%) $267  

 
Total Monthly Cash Rent 

 
$892  

Service Rent 
 

$24,908  

     

We realize this is a process of both sides agreeing to all aspects of a revised lease, we are happy to work further 

on the details.  Please contact us at your convenience to let us know what next steps would be. 

 

 

Thank you, 

 

Andrea Caupain 

Chief Executive Officer 
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Dear Kyle, 

 

Ballard NW Senior Center appreciates the opportunity to provide information to  

the Department of Facilities and Administrative Services for the SLI report to the 

Seattle City Council. We would like to thank Kyle Joyce and Jan Oscherwitz for 

their informative explanation of the current MOB Lease situation and the next steps 

in the process. Ballard NW wants to work with the city to reach an agreement that 

is fair to all concerned. The center understands the city’s needs and believes the  

city will take into consideration the center’s magnitude of programs and services 

providing a public benefit to the elders in our catchment area. 

 

As the only senior center in the northwest community. We provide services to sen-

iors in the Ballard, Magnolia, Queen Anne, Fremont, Sunset Hill, Olympic Manor, 

Blue Ridge, Carkeek Park and north to approximately 145th.  

 

The center served 3,548 individual community seniors in 2012 and the volume  

of service was 59,312.  The mission of the center is “promoting the well being  

of older adults”. We are a place “Where Friends Meet Friends”. Ballard NW is  

a full service senior center that provides health and wellness services, nutrition,  

social services, social work, legal and financial advice, educational opportunities, 

socialization and volunteer services among other programs to the elders in these 

and surrounding communities. Here are comments from some of our participants: 

 

“I love the lunch program, truly good food and there is always 

laughter and good cheer. It isn’t only the food it is getting out  

and being with people”. 

“The computer lab is a great way to stay in touch with my  

grandkids, that is important, they need my good influence”. 

“Exercise is so important to your health. The variety of classes  

is wonderful. Great teachers and everyone is so positive. Laughter 

yoga is the best!” 

“The social worker is very good, his classes and groups bring  

new perspectives to our lives”. 

“This is the friendliest center, everyone is welcome. I knew I was 

home when I walked through the door”. 

 

Our center has a small staff, 2 full time and 2 part time, to serve the needs of  

these participants. Volunteers are extremely important to the successful operation 

of the center. We are thankful for the 451 volunteers who provided 26,885 hours  

of service to the center in 2012. These volunteers make the center successful. 

Please see the yearly volunteer hour reports attached. At the current minimum  

wage these hours of service would be valued at $247,073.15. After adjusting  

several positions to reflect their higher rates we calculate that these services  

would be valued at $261,300.00. The preventive services we provide keep seniors 

independent and valuable members of the community. Without our quality services, 

the  government and other entities ( dental, footcare, mental and physical health  

services, nutrition, exercise and social providers and  programs etc.) would have  

to begin or greatly expand services at a enormous expense to accomplish what the 

center already provides. According to the Chiles and Company report the highest 

and best use for the property is to remain a senior center for the foreseeable future. 



The center’s budget for 2012 was $286,328.00. As of November 30th the center had a deficit $19,216.85. The 

majority of the deficit is the result of an estimated $21,000.00 spent in building maintenance costs (final 2012 

figures are not yet available).  Until later in 2011 the city had generously provided many maintenance services 

to the building. The center budget did not provide for the cessation of these services. The building requires ad-

ditional maintenance work; (See City of Seattle report Response to Legislative Intent 58-1-A-Z- Northwest 

Senior Center).  

 

In regards to the center’s ability to pay the Fair Market Rent of $8,400.00 per month or the City Adjusted Rate 

of $5,677.00 per month with the current expected deficit of $20,000.00, ( year end figures are not yet avail-

able), we at this time are unable to pay either amount due in large part to the extra maintenance fees we in-

curred for elevator, electrical, sewer, plumbing, carpentry and door work. With the calculation of volunteer 

hours provided, see above information, that these services provided to the community it would make a service 

rent deduction applicable. The budget for 2013 is $329,546.00. Much of this additional amount is to cover the 

need for increased maintenance costs. We want to work with the city to find a reasonable solution that will 

meet both our needs. We appreciate the several options you presented and we have supplied the figures as you 

asked. We hope this will provide background to open the communication for the best solution.  

 

As we look to the future we are preparing for augmented services and programs to meet the increased number 

of citizens becoming seniors and needing what we provide. The Ballard NW Senior Center plays a vital role in 

the life of the community and with 2013 our 40th year of service we look forward to another 40 years of ser-

vice.  

 

Thank you for the opportunity to provide some information. Please contact me for any additional information 

or to further our discussions. Please visit us here at any time to see all that the center provides. 

 

Best Regards 

 

 

 

Carlye Teel 

Director 

 

 

 

    

 

 

 

 

 

Carlye Teel 



 

Phinney Neighborhood Association Response to FAS’s Request for Information on the MOB Lease 
December 20, 2012 

OVERVIEW OF THE PHINNEY NEIGHBORHOOD ASSOCIATION 
Since 1980, the Phinney Neighborhood Association (PNA) [www.phinneycenter.org] has been dedicated to building 
community with a wide variety of programs and services that serve people of all ages and interests. PNA’s mission is to 
build, engage and support our diverse community through programs, services and activities that connect neighbors and 
foster civic engagement.  Programs include four preschools, a before and after school child care program, two hot meal 
programs, a senior center and aging in place village, a computer lab, an art gallery, a tool lending library, a community 
education program and countless special events that bring neighbors together. PNA programs, events and activities, 
offered at five sites, annually serve more than 20,000 people from throughout the Puget Sound area. The PNA is a 
membership organization and currently has 2,500 household members and 275 business members. The organization 
has a $2.5 million annual budget, is financially stable and has ended 4 of the last 5 years with a surplus budget.   

 
SERVICES PROVIDED AT THE GREENWOOD SENIOR CENTER 
The PNA’s Greenwood Senior Center (GSC) has been serving northwest Seattle neighborhoods since 1974, first as an 
independent nonprofit, then as part of Senior Services, and since 2006 as a program of the PNA. GSC is a community 
gathering place focused on positive aging, providing a broad spectrum of services, including health and wellness, 
nutrition, and social, recreational and educational activities. The GSC’s mission is to provide programs and services 
which offer seniors the opportunity to enhance their physical fitness, mental stimulation and emotional well-being and 
to support seniors in their efforts to preserve traditions, embrace change and maintain independence. GSC is a hub for 
services to the elders living in northwest Seattle.  
 
In 2011, GSC served 1,100 individuals with 22,000 visits. Examples of the types of services offered include: a daily lunch 
program, 9 support groups, 50 classes and numerous social activities offered each month, an early stage memory loss 
enrichment program and our newest program, the PNA Village, focuses on seniors aging in place in their homes.    
 
In 2011, 120 volunteers provided almost 5,000 hours of service at the senior center, doing a variety of jobs including: 
staffing the front desk, doing data entry, supporting early stage memory loss programs, preparing meals for the daily 
lunch program, helping out at events, participating on the fundraising committee, organizing field trips and much more.  
 

CURRENT MOB LEASE WITH THE CITY OF SEATTLE 
The City of Seattle purchased the property at 525 N. 85th Street in Greenwood in 1978 and since that time, the GSC has 
operated out of this facility under a Mutually Operating Benefit Lease (MOB). The original lease expired in 2003 and we 
have been operating without a lease on a month-to-month basis since this time.  PNA pays rent in in-kind services to 
the community but does not pay any cash rent.   The eastern portion of the parking lot is a 3,000 square foot separate 
parcel, owned by the PNA.     
 

Since 2010, the PNA has been in conversation with City staff from FAS, Office of Housing and HSD, to potentially move 
forward with a partnership to build affordable housing for seniors and rebuild the senior center on the ground floor at 
the current location. Although we have met multiple times and worked hard to get an agreement to move forward, 
conversations stalled earlier this year.  At our meeting with FAS in November of this year, we were informed the City is 
no longer interested in pursuing a redevelopment of this site.  

 
PNA’S ABILITY TO PAY RENT 
At our meeting with FAS on November 14, 2012, we were asked about our ability to pay the lesser of fair market rent or 
standard rent.  Fair Market Rent for this property was calculated to be $9,211 per month and City Facilities Standard 
Rent was $6,225 per month. PNA has no ability to pay $6,225 per month in rent and would have to close the senior 
center.  PNA would be able to pay the $573 per month required by the status quo MOB policy rent.   A change in policy 
that requires additional cash rent may be possible, but we would need to explore new revenue options or expense 
reductions in order to pay the rent.  
 

http://www.phinneycenter.org/


PNA’S INTEREST IN OBTAINING THE PROPERTY FROM THE CITY 
PNA is extremely interested in pursuing a transfer of the property with the City in 2013 and was excited to learn of this 
potential opportunity, given the sources of funds used to purchase the property. At its November, 2012 meeting, the 
PNA Board of Directors passed a motion directing the PNA Executive Director to explore the opportunity to transfer the 
property with the City.  We are hopeful that after doing our due diligence, we will want to pursue the opportunity to 
have the property transferred to our organization.  
 
The PNA recently completed a strategic framework for 2013-2015 that will provide guidance to the organization for the 
next three years. One of the key priorities identified was stewardship of our sites.  Having stable and affordable homes 
for all PNA programs is critically important for us to meet our mission to build community. This is perfect timing for us 
to be discussing a potential transfer of the property to the PNA.   
 

The Board, staff and communities of the PNA are very excited by the opportunity to own the GSC property and look 
forward to working with the City of Seattle to explore the transfer of the property. We have the interest, the 
experience and the capacity to take on ownership of the property from the City and continue to provide services to 
our seniors and their families in northwest Seattle.  
 

PNA’S ABILITY TO MANAGE THE PROPERTY IF OWNERSHIP IS TRANSFERRED 
As a tenant of the property for the past seven years, PNA has the experience and the capacity to continue managing 
the property as an owner. As the City has reduced its maintenance support over the last several years, the PNA has 
filled the gap, providing regular maintenance and repairs on the facility. We had a 30+ year history of managing the 
Phinney Center as a renter, until we purchased the campus from the Seattle School District in 2009. We have a proven 
track record in managing aging buildings effectively and efficiently in a cost effective manner.  Staff are experienced, 
and we have a wealth of volunteers in the community who work side-by-side with us on projects, whether it is 
designing a new handrail to improve accessibility, or create a landscaping plan to suit our needs.  
 

The PNA made a significant decision in 2008 to enter into a long-term capital campaign to purchase and renovate the 
Phinney Center campus, and have been extremely successful in our campaign to date. We raised $6.5 million (thanks in 
great part to the City of Seattle’s support!!), and have been able to do the following: purchase the campus, complete 
major repairs and capital projects, including repairing the boiler and putting a new roof on the Brick Building, repairing 
sewer lines, and most recently in the Blue Building, installing an elevator, completing major seismic improvements and 
building a new entry way and community plaza in the Blue Building.  We anticipate having approximately $600,000 in 
the capital campaign account at the end of this phase of the campaign. We also have a secured line of credit for 
$250,000, which we have not had to draw on, but is available through 2014. We have broad based community support, 
with over $1 million raised directly from the hundreds of donors from our community during this campaign. The 
community has shown its support of the PNA in this campaign and we are confident that this support will continue in 
the future.  
 

In 2011, the Mayor and City Council generously supported several of the MOB sites by making much needed 
investments in the infrastructure. Unfortunately, the Greenwood Senior Center property was not included in the 
investments. We know why this happened – the PNA and the City were in conversation about potentially redeveloping 
the property into affordable housing with a senior center on the ground floor. However, now that we are not moving 
forward in this direction with the City, we respectfully request that the City consider making a similar investment at the 
GSC as it did with the other MOB sites. As we consider taking on the property, we do have some concerns about the 
condition of the property.  Our most immediate challenge is the fact we operate a senior center in a non-accessible 
site. We simply cannot serve all of our community because people aren’t able to travel from one floor of the building to 
another, and the parking lot is also extremely unfriendly to anyone with mobility challenges.  If the City were to invest 
even a modest amount of $100,000, it would allow us to make great strides towards full accessibility.  There are also 
some deferred maintenance projects, like removing a tree that has been determined to be a hazard, and other 
maintenance that we would like assistance with. We are prepared to tackle the long-term maintenance of the site but 
having the City make this one-time investment will facilitate this to happen much more quickly.  

 
FOR MORE INFORMATION 
Contact Lee Harper, PNA Executive Director, 206.783.2244 or leeh@phinneycenter.org 

mailto:leeh@phinneycenter.org
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Response to Facilities and Administrative Services 
December 17, 2012 

Re: SPARC/Seattle Mutually Offsetting Benefit Agreement 
 
This document is in response to a meeting held on December 3rd, 2012 between representatives of the South Park Area 
Redevelopment Committee (SPARC) and representatives of the City of Seattle’s Department of Finance and Administrative 
Services (FAS). The meeting was held in the conference room of the South Park Neighborhood Center (SPNC) and the 
meeting attendees were: Dagmar Cronn ~ President of SPARC; Marty Oppenheimer ~ SPARC Board-member; Bill Pease ~ 
ex-officio SPARC Board-member & SPNC building manager; Kyle Joyce ~ FAS; Jan Oscherwitz ~ FAS. 

 
As per the request of the FAS representatives, this response is due 14 days after the initial meeting and, as such, may 
contain some numerical errors and quite possibly some misinterpretations of the position of the City of Seattle vis-à-vis 
negotiations towards an updated Mutually Offsetting Benefits Agreement (MOB). 
 

 
First and foremost, SPARC would like to thank Mayor Mike McGinn, and the Seattle City Council for 
allocating and approving 1.9 million dollars to address major maintenance issues for 6 of the MOB 
buildings (including the SPNC). Our review of the April 2nd, 2012 memorandum from FAS to City Council 
members Burgess, Conlin and Godden addressing the needed repairs to the SPNC shows us that our 
maintenance concerns are not only well founded, but corroborated by independent sources. The South 
Park Neighborhood Center serves over 1500 needy clients every week, and that level of service takes a 
heavy toll on the physical structure of the building. 
 
Since 1972, SPARC has partnered with the City of Seattle to manage the SPNC and provide much-needed 
services to the underserved population of South Park. At the time of the original agreement, the mutually 
offsetting benefit agreement required SPARC to pay nominal cash rent, manage and pay the day-to-day 
operations of the SPNC, and provide volunteer hours in lieu of the remainder of City-level rent. The building 
logged 13,300 hours of volunteer work in 2011 and will log larger hours for 2012. That total is about the 
same as other Seattle senior centers that receive City funds for staffing and other expenses. South Park 
receives $6,600 per year from the City to operate the South Park Senior’s Program and no other funding for 
the building. The MOB agreement, in effect, relieves the City of the costs of providing necessary social 
services, and shifts that burden (and the operational costs of the building) solely unto a struggling non-
profit run by volunteers. Over the years the budget for programming has dried up, and SPARC has been 
expected to make up the difference. SPARC receives rents from non-profits and others that pays about two 
thirds of the operating costs for the building (not counting any costs borne by Facilities). In addition, over 
the past 5 years, the position of the City has been to cut maintenance services to the MOB facilities to the 
point where SPARC was informed that FAS was only required to maintain the exterior of the building and 
major interior structural issues. As of the current fiscal year, SPARC is running a deficit of $12,000 in 
operating costs to maintain the MOB with Seattle. Even the least increase of cash rent to the City of $666 
per month presented by FAS, up from $283 dollars per month, would increase the annual deficit by another 
$4,600 per year. 
 
SPARC has persisted in finding additional funding to offset the deficits in building operations for years. 
Unfortunately, finding those additional funds year after year has robbed all possible SPARC income for any 
other purpose to benefit the neighborhood. Other than a small stipend for a ¼ FTE building manager (paid 
for by SPARC), there is no paid staff to see to the work of operating the building. Because of these 
difficulties, the stress has worn down the volunteers who have struggled together to keep the doors of the 
Center open. 
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As a 501(c)(3) non-profit, SPARC can legally operate at a loss, but given the fact that SPARC was originally 
incorporated as a redevelopment organization, we feel that not only have we strayed from our original 
intent of economic and neighborhood development, we have been sidelined by our MOB with the City. 
 
It is the current intent of the South Park Redevelopment Committee Board to end our month-to-month 
MOB agreement with the City of Seattle at the close of fiscal year 2013. (The MOB agreement has not been 
renewed for about 20 years.) SPARC will continue to manage the building for the upcoming year (2013) as 
it would create an undue hardship on all parties if we were to end our service earlier. SPARC will be 
returning to the neighborhood intermediary role that the South Park leadership has determined it should 
re-assume. The neighborhood will benefit from the long-range vision, the strategies for obtaining the 
resources to bring about those visions, and the advocacy for the neighborhood that have always been 
SPARC’s primary purpose. 
 
That being said, it is by no means either implied or intended, that the South Park Neighborhood Center 
should close its doors and end its programs. SPARC will advocate vociferously for all of the current 
programming to continue beyond the cessation of the current MOB agreement. The South Park 
neighborhood continues to have a population with great needs, and is still one of the most chronically 
underserved neighborhoods in the Metro Seattle area.  
 
To that end, SPARC pledges to work vigorously with the City of Seattle in the effort to find a new 
management structure that will satisfy the needs of the FAS and simultaneously satisfy the needs of the 
South Park community.  
 
On behalf of the SPARC Board, 
 

 
Dagmar Cronn—President, South Park Area Redevelopment Committee 


