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The Joint Legislative Audit and Review Committee 
(JLARC) carries out oversight, review, and evaluation 
of state-funded programs and activities on behalf of 
the Legislature and the citizens of Washington State.  
This joint, bipartisan committee consists of eight 
senators and eight representatives, equally divided 
between the two major political parties.  Its statutory 
authority is established in RCW 44.28. 
 
JLARC staff, under the direction of the Committee 
and the Legislative Auditor, conduct performance 
audits, program evaluations, sunset reviews, and 
other policy and fiscal studies.  These studies assess 
the efficiency and effectiveness of agency operations, 
impacts and outcomes of state programs, and levels 
of compliance with legislative direction and intent.  
The Committee makes recommendations to improve 
state government performance and to correct 
problems it identifies.  The Committee also follows 
up on these recommendations to determine how they 
have been implemented.  JLARC has, in recent years, 
received national recognition for a number of its 
major studies.    
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Background 
The State of Washington owns the Metropolitan Tract, a parcel 
of commercial office, retail, parking, and hotel properties, 
occupying approximately 11 acres, in downtown Seattle.  The 
University of Washington (UW) has developed and managed the 
Tract, which generates income for the University—revenue that 
from time to time has been appropriated for debt service and 
construction of other capital projects at UW campuses.  While 
Tract lands and improvements thereon may not be sold without 
statutory approval, 1999 legislation (RCW 28B.20.382) affirms 
the Board of Regents’ full management control including the 
right to borrow funds, incur debt for improvements, and 
establish, renew, or extend leases for up to 80 years.  That 
legislation directs the UW to report to the Joint Legislative 
Audit and Review Committee (JLARC) every two years on 
management of the Tract, current leaseholds, and related 
transactions.  The UW’s 2005 report follows.  It responds to a 
set of questions framed by the JLARC Executive Committee 
(Appendix 1).  The next UW report will be due in the 2007 
Legislative Session. 

Overview  
This report on the UW’s management of the Metropolitan Tract 
illustrates patterns of financial return from this public asset.  The 
UW explains how oversight and control is exercised by the 
Board of Regents to ensure Tract properties are adequately 
maintained and remain competitive over time.  The University 
responds to specific questions from JLARC concerning financial 
performance, factors, and outlook for the Tract, including 
notable leasehold changes and property improvements since the 
report filed in 2003.  

Summary of 2005 Report 
The UW’s 2005 report responds to a biennial request to inform 
the Legislature about the University’s current management 
practices, policies, financial performance and outlook for Metro 
Tract leasehold properties.  JLARC comments, based on review 
of the UW’s 2005 update, follow.  

 

 



Metro Tract Value and Earnings  
The UW estimates that its interest in the Metropolitan Tract is currently worth $265 million.  The 
Tract generated nearly $14.8 million in income in FY 2004, with an estimated return on 
investment of 5.6 percent. The 2005 UW report indicates that the value of the Metropolitan Tract 
properties increased appreciably since its last report due to the continued recovery of rents in the 
commercial office market combined with building investment activity driven up by historically 
low interest rates. 

Notable Leasehold Change  
The UW negotiated a 45-year lease redevelopment agreement in 2004 that separates the Cobb 
Building from other Metropolitan Tract properties to improve the property’s appreciable value in 
partnership with UNICO Properties, Inc.  Effective this month, the Cobb Building is no longer 
governed by the master ground lease set to expire in 2014.  Capital activity is set to begin this 
month converting the building’s use from medical offices to luxury residential apartments. 

Funds Available from Metro Tract for other UW Capital Projects 
The UW’s ten-year Tract financial plan suggests income sufficient to resume annual transfers of 
$8 million to the UW Building Account starting in 2008.  The University’s Board of Regents 
have instructed UW officers to manage the cash flow between now and 2008 to maintain annual 
fund transfers to the UW campus for Law School debt service and minor capital improvements.  
A line of credit will finance renewal of the 1910-era Cobb property in downtown Seattle.  This 
$31 million project is described and briefly enumerated in the appended UW Metro Tract report 
(see page 3).  Other reinvestment needs are being explored (see page 11) and for that reason, 
lawmakers might want to confirm expectations as it relates to income available from Metro Tract 
to support 2005 biennial and related six-year capital plans for the institution. 
 
 





























APPENDIX 1 – 2005 METROPOLITAN TRACT 
QUESTIONS 
 

 
1. Describe how the University exercises oversight to ensure that the Metropolitan Tract 

properties are adequately maintained, remain competitive, and summarize any notable 
changes occurring since the last report.   

 
2. Describe the financial performance of the Metropolitan Tract since the last report in 2003 

specifically addressing the following items:  
 
a. Provide a copy of the audited financial statements (balance sheets and income 

statements) for the last two fiscal years ending in 2003 and in 2004. 
 
b. Provide updated information on financial performance including Return-On-

Investment (ROI) for the past 10 years and information on the current value of the 
University’s interest in the Tract. 

 
c. Provide a summary describing use of Metro Tract funds that were appropriated by 

the Legislature.  For fiscal years ending in 2003, then in 2004: 
i. What operating expenses of the University (if any) were paid from 

Metropolitan Tract income? 
ii. What amounts were deposited into the bond retirement account? 

iii. What were the University’s actual debt service payments?   
iv. What amounts in Facilities Bond Retirement Account in excess of 

anticipated debt service need were transferred to the UW Building 
Account? 

v. What portion of the UW Building Account is funded by revenues from the 
Metro Tract and related to that, what kinds of projects were funded from 
the UW Building Account? 

 
3. Describe the expected performance of the Metropolitan Tract looking out ten years to 

2015.  Specifically, 
 

a. Provide financial projections and plans that illustrate revenues and expenditures 
for both operating and capital purposes, fund balance by fiscal year and any 
criteria used to determine appropriate reserve amounts.  Please discuss major 
assumptions driving the University’s current business plan for the Tract and this 
fiscal outlook.   

 
b. Describe maintenance and improvement of buildings on the Tract in order to meet 

financial projections.   Please include a description of UNICO’s responsibilities 
under its master lease, the current condition of buildings on the Tract, any plans 



under consideration for major improvements or development and how those will 
be financed, and any other efforts that will be undertaken to ensure that the 
buildings are properly maintained. 

 
c. For the benefit of the legislative audience, please describe management 

alternatives subsequent to the UNICO lease termination in 2014. 
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