
BEFORE THE COUNCIL OF THE

METROPOLiTAN SERVICE DISTRIC

FOR THE PURPOSE OF AUTHORIZING RESOLUTION NO.91-1494

THE EXECUTION OF SALE Introduced by Rena Cusma
AGREEMENT FOR THE ACQUISITION OF Executive Officer

THE SEARS FACILITY

WHEREAS in October 1990 the Council of the Metropolitan Service District approved

Resolution No 90-1338 which authorized the execution of sale agreement for the acquisition of

the Sears facility as the site for Metros administrative offices and authorized an alternative

procurement process for selected contracts and

WHEREAS Resolution No.90 1338 provided for due diligence period which

conditioned the closing of the sale agreement by determination by Metro of the suitability of the

Sears facility as the Metro headquarters facility and

WHEREAS upon completion of the extended due diligence efforts Metros Relocation

Task Force informed the owners of the Sears facility that the study had shown that the Sears

facility including the adjacent garage was not economically suitable and allowed the initial sale

agreement to lapse and

WHEREAS an unsolicited proposal indicated the possibility of renovation of the Sears

building excluding the adjacent parking garage as the new Metro Headquarters Buildling within an

economically acceptable budget and

WHEREAS the Executive Officer and the Relocation Task Force have reviewed the

proposal and recommend the execution of sale agreement attached as Exhibit and

WHEREAS the Sears Garage Option to Purchase Agreement Exhibit provides for

no-cost option between the execution of the Building Sale Agreement and December 15 1991

WHEREAS Metro staff has conducted Financial Analysis of the adjacent parking garage

and determined that the acquisition of the garage is beneficial to Metro NOW THEREFORE

BElT RESOLVED

That the Council renews its selection of the Sears facility as the site for Metros new

Headquarters Building



That the Council hereby authorizes the Executive Officer to execute the the attached Sale

Agreement and Promissory Note Exhibit for the acquisition of the Sears facility

That prior approval of the Council shall be required before the Executive Officer proceeds

to closing of the Sale Agreement

That prior approval of the Council shall be required before the Executive Officer executes

an Option Agreement for the adjacent parking garage which would be applicable for any Option

period subsequent to December 16 1991

That prior approval of the Council shall be required before the Executive Officer executes

Sale Agreement for the adjacent parking garage

1991
ADOPTED by the Council of the Metropolitan Service District thisl.Qth day of October



REGIONAL FACILITIES COMMITTEE REPORT

RESOLUTION NO 91-1494 AUTHORIZING EXECUTION OF SALE AGREEMENT
FOR THE ACQUISITION OF THE SEARS FACILITY AND EXEMPTING THE
HEADQUARTERS RFQ/RFP PROCESS FROM THE COMPETITIVE BIDDING PROCESS
PURSUANT TO METRO CODE 2.04.041

Date September 1991 Presented by Councilor Knowles

COMMITTEE RECOMMENDATION At its August 27 meeting the Regional
Facilities Committee voted 21 to recommend Council adoption of
Resolution No 91-1494 Councilors Knowles and McFarland voted
aye and Councilor Gardner voted no Councilors Bauer and
Buchanan were excused

COMMITTEE DISCUSSION/ISSUES The Regional Facilities Committee
has considered resolutions authorizing the purchase of the Sears
facility three times since June and scheduled two other hearings
on the issue which were not held because there was no sale

agreement to consider The current resolution 911494 replaces
Resolution 911478 which as the earlier vehicle for the Sears

purchase Resolution No 911494 differs from the earlier
resolution in directing that design/build process be undertaken
following issuance of Request for Qualifications and subsequent
Request for Proposals The new resolution also clearly states
that prior approval of the Council shall be required before the
Executive Officer proceeds to closing of the Sale Agreement and
it directs the Executive Officer to underthke financial
analysis of the parking garage as basis for Council decision
on the acquisition of that facility

2t tiie August 27 committee meeting Regional Facilities Director
Neil Saling presented the staff report He stated that the

purpose of his report was to provide the committee with an update
on the status of the process and negotiations with Pacific
Development he did not intend to summarize the entire proposal
as he had done that at prior committee meeting

Chair Knowles stated his opinion that the committee should move
the resolution to the full Council regardless of committee
members individual views on the matter because this is an issue

for the full Council to decide

Mr Saling reported that staff activities since the last

committee meeting on August 13 had focused on preparing Request
for Qualifications RFQ and Request for Proposals RFP
documents negotiating with Pacific Development PDI and

verifying cost estimates for potential alternatives to Sears

acquisition and renovation The RFQ was available to the public
with responses due August 30 Staff would then review the

responses and pick three teams to prepare proposals The RFP is

due for release on September 16



The Sale Agreement is now in two separate pieces purchase
agreement for the main building and an appendix providing for

Metro lease of parking spaces in the parking garage should the

garage remain under PDIs ownership The issue before the
committee is the purchase of the main building consideration of

the parking garage will be separate issue

Two issues remain on the sale agreement The first concerns
remediation of environmental hazards i.e asbestos removal
The second concerns payment of interest accruing between the time

of the earnest mney payment in mid-September and final closing
in December Those matters were discussed in Executive
Session

The final issue for committee discussion concerned alternative

proposals for providing Metro headquarters facility Staff has

attempted to get prices for as many buildings as possible which

are available for sale or lease They have also compared costs

of new construction with the costs of Sears purchase and

renovation and staff has concluded the Sears building is the

best option

Chair Knowles convened an Executive Session to discuss the real

estate transaction Following the Executive Session Chair

Knowles moved the resolution with the conditions that the entire

cost of hazardous materials remediation be borne by the seller

and not by Metro and that Metro rejects the proposal that Metro

pay interest on the sale price between September 15 and closing

Councilor Gardner asked Mr Saling to report on action taken

sincethe last meeting to find out how the total cost of this

proposal would compare with net construction and to report on

discussions with those who had notified the committee that they
believed they could provide headquarters facility at lesser

cost Mr Saling discussed the letter from Mr Bob Gerding who

thought he could develop building at $1.5 to $2 million less

than the Sears estimate He met with Hr Gerding and agreed to

provide him information on cost estimates of new construction

Mr Saling reported that Sears renovation compared very favorably
with new construction He reported on discussions with Ron

Kàwamoto of the Metro E-R Commission who thought there might be

options in the Lloyd District at less cost specific proposal
Mr Kawamoto suggested would be too large for Metros needs and

would cost some $26 million Leasing costs in the downtown

commercial area for Class office space run from $18$23 per

square foot compared with first year costs at Sears of some

$16.50 per square foot Mr Saling concluded that there is no

better mousetrap and Sears had other benefits in helping to

revitalize the area and recycling vacant building

Councilor McFarland asked that we have very firm ideas of what

the costs would be in the RFP responses adding that she might
not support spending $250000 in earnest money if we dont know

what the bids were going to be Chair Knowles pointed out that



the bids will not be available at the time Council considers this
resolution he asked that staff provide the available cost
estimates to the Council prior to their consideration of the

resolution

Councilor Van Bergen asked Mr Short to write memo to Mr
Saling asking for elaboration on any of his earlier questions
that he felt were inadequately answered He also asked whether

any loss by PDI would be reflected in the rates of Pacific Power

Light as both are subsidiaries of the same parent company
Pacificorp

Councilor Gardner said he still had serious questions including
the costs of renovation whether the seller would accept Metros
terms on hazardous materials reinediation and interest payments
and the relative cost of this renovation versus new construction

or purchase of another building For those reasons he was

unwilling to support the resolution at this point

Committee staff Casey Short pointed out the committee would need

to review the RFP and Council would have to approve it at its

next iieeting if we are to meet the timeline we have been

following He further added that Council would be involved in

the Sears purchase with its consideration of Resolution 911494
with its approval of the RFP with the award of the construction

contract and with approval of issuance of the bonds to pay for
the project To the last point Council should be briefed prior
to approval of the bond issuance on the alternatives for the
structure of the debt service He and Regional Facilities staff

Bent Stevenson added that approval of this resolution would

commit Metro to expenditure of $250000 in non-refundable earnest

money plus $25000 honoraria to each of the three bidders

The committee then voted on the resolution and subsequently
tabled Resolution 911478
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ATTACHMENTS TO COMMERCIAL-INDUSTRIAL
SALE AGREEMENT AND

RECEIPT FOR EARNEST MONEY

Earnest Money Note

Addendum to Sale Agreement

Appendix to Addendum to Sale Agreement
Remediation Work -- Sears Building

Exhibit to Appendix Environmental Reports

Exhibit to Appendix Terms of Option

Appendix to Addendum to Sale Agreement
Environmental Assessment Cost Sharing Agreement

Exhibit to Sale Agreement Legal Description

Exhibit to Sale Agreement Parking Supply Agreement

Exhibit to Sale Agreement Declaration of Easements and
Covenants Conditions and Restrictions
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ADDENDUM
TO

SALE AGREEMENT

The following terms are hereby added to and

incorporated within the Commercial-Industrial Sale Agreement

and Receipt for Earnest Money dated as of October 1991

with respect to the acquisition of the Sears property by

Purchaser

OWNER

The owner of the Sears property is Pacific

Development Property Inc successor in interest by merger

to Pacific Development Lloyd General Inc an Oregon

corporation

PURCHASE PRICE EARNEST MONEY DEPOSIT OPTION

2.1 Purchase Price--Sears Buildinq and Land The

total purchase price for the Sears building and related land

area the Sears Building excluding the garage facility is

$2550000 The exact legal description of the Sears Building

as distinct from the Sears Garage referenced in paragraph 2.3

will be prepared by the Surveyor as described in and in

accordance with the provisions of paragraph 10.1 below

2.2 Earnest Money Deposit Sears BuildincT

Purchaser has deposited with Seller as earnest money for the

purchase of the Sears Building the sum of $250000 in the

form of an earnest money note which will be converted to cash
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deposited with the Title Company referenced in paragraph 11.2

below not later than five days after approval of this

Agreement by Sellers Board and Purchasers Council Such

earnest money will be held as forfeitable earnest money

deposit The earnest deposit and interest accrued thereon will

be applied to the purchase price due at cibsing of the sale

If the sale is not closed for any reason other than Sellers

default Sellers inability to deliver title or Sellers

election to terminate provided for in Appendix the earnest

money deposit and interest accrued thereon will be handled as

described in paragraph 12 below

2.3 Option on Garage Facility Purchaser will have

the option Option to purchase the Sears Garage on the

terms and conditions described in separate agreement entitled

Sears Garage Option to Purchase Agreement provided that

Purchaser closes the purchase of the Sears Building

SELLERS TITLE TO THE PROPERTY

3.1 Title Report As soon as practicable after the

execution of this Agreement Seller shall furnish to Purchaser

preliminary title report from reputable title insurance

company selected by Seller Title Company showing its

willingness to issue an ALTA extended coverage owners title

insurance policy on the Property together with full copies of

all exceptions Purchaser shall have 10 business days after

receipt of the preliminary title report and exceptions within
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which to notify Seller in writing of Purchasers disapproval of

any exceptions shown in the report other than exceptions for

the matters described on Exhibit and any liens to be

satisfied by Seller at closing In the event of such

disapproval Seller shall have until the closing date to

eliminate any disapproved exception Failure of Purchaser to

disapprove any exception within the 10 business day period

shall be deemed an approval of the exceptions shown in the

title report

3.2 Rescission of Agreement If Seller is unable to

eliminate any disapproved exception either party may elect to

rescind this Agreement by notice to the other party In such

event the earnest money deposit shall be refunded to Purchaser

and all obligations of the parties under this Agreement shall

thereafter cease unless Purchaser notifies Seller within 10

days after such rescission that Purchaser elects to waive its

prior disapproval and proceed to close the sale

CLOSING DATE

The purchase of the Sears Building will be closed on

date reasonably acceptable to both parties but not later

than December 16 1991 Purchaser will notify Seller in

writing not later than 20 days prior to such date whether

Purchaser is proceeding to close the purchase of the Sears

Building Notwithstanding the giving of such notice

Purchasers sole liability for failing to close shall be the
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forfeiture of the earnest money deposit as provided for in

paragraph 12 and payment of costs payable by Purchaser for the

environmental consultants services under the Environmental

Assessment Cost Sharing Agreement between the parties dated

August 27 1991 copy of which is attached hereto as Appendix

the Environmental Assessment Agreement and pursuant to

paragraphs 9.1 and 15.1 below The closing of the conveyance

of the Sears Building is referred to as the Closing The

respective date for the Closing is referred to herein as the

Closing Date

PURCHASERS RIGHT TO ENTER AND INSPECT

Prior to the Closing Date Purchaser may perform at

reasonable times üpon reasonable advance notice to Seller and

coordination as to the time of entry and nature of the test or

study to be performed reasonable tests engineering studies

surveys soil tests and other inspections studies and tests

on the Property as Purchaser may deem necessary at Purchasers

expense Purchaser will defend indemnify and hold Seller

harmless from any claim loss or liability in connection with

any entry on the Property by Purchaser any claim of lien or

damage or activities on the Property by Purchaser its agents

employees and independent contractors and consultants
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OCC.TRANSPORTATION CAPITAL IMPROVEMENTS

The Sears Building will be conveyed subject to the

Oregon Convention Center Transportation Capital Improvements

LID and assessments thereunder if any

HAZARDOUS SUBSTANCES

7.1 Remediation Responsibility of Seller Pursuant

to the Environmental Assessment Agreement Purchaser and Seller

mutually retained Brown Caidwell the Environmental

Consultant and GCS Inc to recommend necessary removal or

remediation of Asbestos Containing Materials ACM and

Hazardous Substances on under or associated with the Sears

Building The cost of retaining the Environmental Consultant

and GCS Inc for these services is to be equally divided

between the parties whether or not this transaction closes

pursuant to the terms of the Environmental Assessment

Agreement The Enviroimental Consultant and GCS Inc

submitted written reports which are attached to Appendix

the Reports Seller agrees to perform or pay for all

removal or remediation of ACM and Hazardous Substances to the

extent and subject to the limitations described in Appendix

7.2 Definitions As used in this Agreement and in

Appendix the following terms shall have the following

meanings
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The term Asbestos-Containing Material

ACM means any material containing more than one percent

asbestos by weight including particulate asbestos material

The term Hazardous Substance means any

hazardous substance listed or defined under ORS 465.2009 as

of the date of this Agreement

The term Environmental Laws means the

Clean Air Act 42 USC 7401 et seq the Federal Water

Pollution Control Act the Clean Water Act 33 USC 1251 et

the Solid Waste Disposal Act as amended by the Resource

Conservation and Recovery Act and the Hazardous and Solid Waste

Amendments 42 USC 6901 et secT the Comprehensive

Environmental Response Compensation and Liability Act

CERCLA 42 USC 9601 et seq the Toxic Substances

Control Act 15 USC 2601 et seq and all other applicable

federal state county and local environmental requirements

including without limitation applicable rules ordinances

codes licenses permits judgments writs decrees

injunctions or orders of any governmental entity in force and

effect as of the date of this Agreement and pertaining to the

protection of the environment including air water

groundwater soil noise and odor

7.3 Exclusivity of Rights The rights and

obligations of the parties under paragraph and Appendix of

this Agreement shall be the exclusive rights and obligations of
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the parties with respect to ACM andHazardous Substances and

supersede all other rights and remedies to which party might

otherwise be entitled with respect to such ACM and Hazardous

Substances including any other rights or remedies under this

Agreement under any statute regulation or ordinance or under

any other theory of law or equity However this paragraph

shall not be construed to limit any right or remedy that

Purchaser may have against any party other than Seller

Purchaser specifically shall retain all rights and remedies it

may have against any person or entity other than Seller who at

any time owned or occupied the Property

PARKING

8.1 Parking in Sears Garage Commencing upon

occupancy of the Sears Building with Purchasers remodeling

work completed which the parties anticipate will be in or

before December 1992 Purchaser will have the right to lease up

to 100 parking spaces in the Sears Garage for use during normal

business hours pursuant to the terms and conditions set forth

in the parking supply agreement attached hereto as Exhibit

the Parking Agreement

8.2 Additional Parking Capacity Pursuant to the

Parking Agreement Seller agrees to operate the Sears Garage

during nonbusiness hours for Lloyd District and Purchaser

Events when requested to do so by Purchaser subject to the

terms and conditions stated in the Parking Agreement
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8.3 Grand Avenue Replacement Parking Pursuant to

the Parking Agreement upon commencement of remodeling work to

convert the Grand Avenue level to office space of the Sears

Building and after 120 days prior written notice to Seller of

Purchasers intent to exercise this option provided that

Purchaser will rescind or firmly commit to such exercise of

such option at least 30 days prior to the effective date of

the lease of the additional spaces referenced below and if so

rescinded the original notice will be treated as of no effect

and will not cause any loss of entitlement under the use or

lose provision stated below Purchaser will have the option

to lease an additional 100 parking spaces in the Sears Garage

on use or lose basis subject to the terms and conditions

stated in the Parking Agreement

8.4 Rates Terms and Options The parking rates

the term of the Parkinc Agreement and renewaloptions are as

stated in the Parking Agreement

PARTITION EASEMENTS AND RESTRICTIONS

9. Partition Upon the execution of this Agreement

Seller will cause mutually acceptable surveyor licensed in

the State of Oregon Surveyor to prepare legal description

for the Sears Building and for the Sears Garage and will cause

to be prepared and filed the necessary application for

governmental approvals of the partition of the Property the

costs of which will be equally divided between the parties
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whether or not this transaction closes The parties

obligation to close is conditioned upon approval of such

partition by the Closing Date subject to extension for

reasonable time period with no further adjustment in Purchase

Price if such approval is delayed Seller and Purchaser

agree to share equally the cost of partitioning the Property

whether or not the transaction closes

9.2 Declaration of Easements and Covenants

Conditions and Restrictions The parties recognize that the

Sears Garage and Sears Building are physically connected and

functionally related and during such time period as they are

not both owned by the same party the utilization of each

property requires or will be enhanced by appropriate

easements for access and for any common walls common

facilities or common utility lines and appropriate covenants

conditions and restrictions governing use of the respective

properties The parties have attached or will attach

Declaration of Easements and Covenants Conditions and

Restrictions as Exhibit.C hereto which will be executed and

recorded at or before the Closing Date for the purchase of the

Sears Building the Declaration

10 CLOSING

10.1 Status of Title Prorations Except as

otherwise described in this Agreement Seller will be

responsible for paying at closing all outstanding taxes
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liens and assessments affecting the Property including but

not limited to the 1989 convention center L.I.D assessment

and vintage trolley LID All real property taxes will be

prorated and adjusted between the parties as of the Closing

Date Seller will iaQt however be required to pay and there

will be no prorate or adjustment to the purchase price for the

Oregon Convention Center Transportation Capital Lnproveirtents

L.I.D and assessments thereunder if any affecting the Sears

Building which will be borne by Purchaser

10.2 Escrow and Closing This transaction will be

closed by an escrow officer of the Title Company selected

pursuant to paragraph 3.1 the Escrow Officer at its main

offices in Portland Oregon or at such other place as the

parties may mutually select Closing shall take place in the

manner and in accordance with the provisions set forth in this

Agreement The closing will occur in sufficient time to permit

the Escrow Officer to transfer funds to Sellers account as it

may designate in writing between a.m and 10 a.m Pacific

Time on the Closing Date

10.3 Certification of Nonforeign Status Seller

warrants that Seller is not foreign person as defined in

Section 1445 of the Internal Revenue Code of 1986 as amended

and that such warrántywill be true as of date of closing

Seller shall deliver to Purchaser at closing Certificate of

Nonforeign Status setting forth Sellers address and United
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States taxpayer identification number and certifying that

Seller is not foreign person as so defined

10.4 Events of Closing Provided the Escrow Officer

has received the sums and is in position to.cause the title

insurance policy to be issued as described below the purchase

will be closed on the Closing Date as follows

The Escrow Officer will perform the prora

1tions described in paragraph 10.1 and the parties shall be

charged and credited accordingly

On the Closing Date Purchaser shall pay to

Seller the total purchase price in cash and any Demolition

Charge provided for in Appendix for such demolition and

remediation work as has been completed adjusted for the

charges and credits set forth in this section less credit

for the earnest moliiey deposit and interest accrued thereon

Any liens required by this Agreement to be

paid by Seller at Closing shall be paid and satisfied of record

at Sellers expense

Seller shall convey the real property to

Purchaser by statutory warranty deed subject only to the

encumbrances accepted by Purchaser pursuant to this Agreement

Title Company will deliver its commitment

letter committing to issue the policy described in paragraph

10.5 upon recordation of the closing documents The title

insurance premium for an ALTA extended coverage owners title
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insurance policy will be treated as closing cost to be

divided pursuant to paragraph 10.4g below

The Escrow Officer will record the deed and

the Declaration referenced in paragraph 9.2

All costs title insurance escrow fees

reáording fees and other customary closing costs will be split

equally between Seller and Purchaser

10.5 Title Insurance As soon as possible after the

Closing Date Seller shall furnish Purchaser with an owners

ALTA extended coverage policy in the amount of the total

purchase price for the Property subject only to the standard

printed exceptions of the Title Company and exceptions for the

matters accepted by Purchaser pursuant to this Agreement

11 DESIGN REVIEW

The Declaration will provide that Seller will have

the right of reasonable prior review and approval of

architectural plans specifications and working drawings for

the initial improvements and renovations to the Sears Building

and Sears Garage 1f purchased by Purchaser and subsequent

alternations exterior remodeling additions or reconstruction

thereof or thereto excluding interior tenant improvements and

interior alterations and changes to elevations of the Sears

Building and Sears Garage hereafter Major Work in

accordance with the following procedures
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Approval of Preliminary Development Procirani and

Design When prepared but in any event prior to proceeding to

finalize Purchasers plans for the Major Work Purchaser will

submit to Seller for review and approval which decision will

be given within 10 days after receipt preliminary

development program and design covering the Major Work The

preliminary development program and design will include

the proposed site plan showing the building footprint and

location of building entrances access routes and walkways and

any right-of-way improvements ii preliminary development

program includingtelocation of parking .iii description

of the anticipated building exterior materials and colors iv
architectural elevations floor plans and finished floor

elevations and summary table of the square footage of each

use in the buildings covered by the Major Work including

number of parking spaces Sellers approval under this

paragraph shall not be unreasonably withheld

Approval of Schematic Design Not later than 15

days prior to submittal of final schematic design to the City

of Portland for design review Purchaser will submit to Seller

for review and approval which decision will be given within 10

days after receipt the final development program and schematic

design documents collectively the Approved Schematic

Design Sellers review is limited to whether the Approved

Schematic Design is consistent with the preliminary development
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program and design approved by Seller under Section 12a The

schematic design information submitted to Seller will be in

such detail as is required for design review of the Major Work

by the City of Portland in accordance with Chapter 33.62

Portland City Code and the requirements of this Agreement

Sellers approval under this paragraph shall not be

unreasonably withheld

Review of Final Design Documents Purchaser

shall submit to Seller when available the final design

documentation and materials consistent with that required by

the City of Portland for building permits Such documentation

and materials will be submitted not later than 15 days prior to

their submission to the City of Portland for final review and

building permit approval Sellers review under this Section

11c shall be limited to determining consistency with the

Approved Schematic Design Purchaser shall construct

improvements consistent with such Approved Schematic Design and

final design information and materials the Approved Final

Project

Review Standards Generally In exercising its

reasonable right to approve as provided in Section 11a and

above or to review as provided in Section 11c above

Seller will provide Purchaser with written statement of any

aspect of the materials reviewed that Seller did not approve or

to which Seller had an objection The purpose of exercising
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rights of reasonable approval is to ensure that buildings and

improvements are aesthetically and structurally compatible with

the design and architecture of the improvements on the Sears

Garage and other existing and planned improvements within the

Lloyd District neighborhood in which the Sears Building is

situated If Seller disapproves or objects to any aspect of

the materials reviewed Seller will provide its written

statement as to the reasons for such disapproval or objection

within the time period specified in Section 11a through

and the parties thereafter will discuss and attempt to resolve

by good faith discussions the nature of the objections

These rights of design review may not be

transferred or assigned by Seller to any third party either as

part of transfer of the Sears Garage or other properties

except as described below These rights of design review may

be exercised only by Seller or any Sellers Successor as

defined below as owner of the Sears Garage and/or other

properties in the Lloyd District in Portland Oregon The term

tiSelleris Successor means Pacific Development Inc PDI
any company which is wholly owned by PDI or PDIs majority

shareholder or PacifiCorp or any of its subsidiaries In

addition the right to review and approve of renovations or

remodeling shall expire on the fifth anniversary of the Closing

Date of the sale of the Sears Building

12 HANDLING OF EARNEST MONEY DEPOSIT
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The earnest money deposit will be deposited by the

Title Company as escrow in certificates of deposit or an .FDIC

insured interest bearing account at bank savings and loan

association or other financial institution selected by Seller

except as otherwise may be subsequently approved by the

parties Interest will be retained in the account and will

accrue for the benefit of and be credited to the party entitled

to receive or have credited the earnest money deposited with

interest thereon at closing or upon termination cancellation

or rescission of this Agreement pursuant to its terms

13 DISCLOSURE BY SELLER DISCLAIMER

Seller has previously made available for Purchasers

review Sellers records relating to the Property including the

State Parking Agreement and all documents leases and

contracts title report and easements of records relating to

the Property In addition Seller has previously made

available for Purchasers review any plans and specifications

in Sellers possession relating to renovation evaluation of

the Property and reports documents and/or consultant analysis

books in Sellers possession relating to structural hazardous

wastes and similar matter relating to the Property As to any

reports or other materials provided or made available to

Purchaser Seller is not warranting and will not be liable or

responsible for the accuracy fitness or usability of such

reports or materials or any recommendations or conclusions
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stated therein If Seller obtains actual knowledge prior to

the Closing Date of fact which would make any of the

representations and warranties in this Agreement false Seller

will notify Purchaser of such fact Except as specifically

provided for in any other provision of this Agreement Seller

will not be liable to Purchaser on the representations and

warranties in this Agreement after the Closing Date unless

Seller had actual knowledge on the Closing Date that the

representation or warranty was false and Seller failed to

disclose to Purchaser the fact known to Seller which made the

representation or warranty false

14 NO JOINT VENTURE OR OTHER RELATIONSHIP

It is expressly acknowledged and agreed that no

provision of this Agreement or the parties .conduct or

activities will be construed as making either party an

agent principal partner or joint venturer with the other

party or ii as making either party responsible for the

payment or reimbursement of any costs incurred by the other

party in pursuing this transaction except as expressly

prpvided for herein

15 FAILURE TO CLOSE

15. Sellers Remedies In the event that this

transaction fails to close on account of Purchasers fault or

inability to close the amount previously deposited or paid as

earnest money shall beforfeited by Purchaser and retained by
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Seller as liquidated damages and Purchaser will pay the costs

required to be paid by it pursuant to this Agreement

including without limitation the costs specified in

paragraph 9.1 and Appendix and the Demolition Charges

referenced in Appendix SUCH AMOUNTS HAVE BEEN AGREED BY

THE PARTIES TO BE REASONABLE COMPENSATION AND THE EXCLUSIVE

REMEDY FOR PURCHASERS DEFAULT SINCE THE PRECISE AMOUNT OF

SUCH COMPENSATION WOULD BE DIFFICULT TO DETERMINE By

initialling this page the parties acknowledge and agree to

such liquidated damages provision Initials of Parties

Seller _____________ Purchaser ______________

15.2 Purchasers Remedies In the event that the

transaction fails to close on account of Sellers fault or

Sellers inability to close the earnest money deposits plus

accrued interest shall be returned to Purchaser Purchaser

shall be entitled to such remedies for breach of contract as

may be available under applicable law including without

limitation the remedy of specific performanáe

16 GENERAL PROVISIONS

16.1 Time of Essence material consideration to

Sellers entering into this transaction is that Purchaser will

close the purchase of the Sears Building by the Closing Date

described above Except as otherwise specifically provided in

this Agreement time is of the essence of each and every

provision of this Agreement
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16.2 Prior Agreements This Agreement supersedes

and replaces all written and oral agreements previously made or

existing between the parties with respect to the Sears Building

including without limitation the letter of intent between

the parties

16.3 Applicable Law This Agreement shall be

construed applied and enforced in accordance with the laws of

the State of Oregon

16.4 Survival All restrictions and conditions

which this Agreexnent.dóés not require to befully satisfied

prior to the Closing Date shall survive the Closing Date and

shall be fully enforceable thereafter in accordance with their

terms

16.5 Representations Condition of Property Seller

will permit Purchaser to make its independent inspections .and

investigations of the Property prior to the Closing Date

Except as otherwise specifically set forth in this Agreement or

in the deed to be delivered at closing no warranties

guarantees or representations express or -implied have been or

are being made by Seller concerning the Property Purchasers

intended use or othr and Purchaser.accepts the land

buildings and all other aspects of the Property in their

present condition AS IS

THE PROPERTY DESCRIBED IN THIS INSTRUMENT MAY NOT BE

WITHIN FIRE PROTECTION DISTRICT PROTECTING STRUCTURES THE
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PROPERTY IS SUBJECT TO LAND USE LAWS AND REGULATIONS WHICH IN

FARM OR FOREST ZONES IAY NOT AUTHORIZE CONSTRUCTION OR SITING

OF RESIDENCE BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT

THE PERSON ACQUIRING FEE TITLE TO THE PROPERTY SHOULD CHECK

WITH THE APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT TO

VERIFY APPROVED USES AND EXISTENCE OF FIRE PROTECTION FOR

STRUCTURES

16.6 Council and Board Approvals This Agreement is

subject to Purchasers obtaining its Councils approval of this

Agreement not later than ______________ 1991 and is subject

to Sellers obtaining approval by its Board of Directors

16.7 Brokers Purchaser at its expense will cause

the escrow officer to pay at closing the real estate brokers

commission due to Coidwell Banker Commercial Brokerage on

account of this transaction Each party will defend

indemnify and hold the other party harmless from any claim

loss or liability arising out of its own conduct made or

imposed by any other Broker or agent claiming commission or

fee in connection with this transaction

16.8 Costs and Attorneys Fees In the event suit

or action is instituted to interpret or enforce any of the

terms of this Agreement the prevailing party shall be entitled

to recover from the other party such sum as the court may

adjudge reasonable as attorneys fees at trial on any appeal

of such suit or action and on any petition for review
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16.9 Binding Effect This Agreement shall be bind

ing upon and inure to the benefit of the parties and their

respective heirs personal representatives successors and

assigns but no interest of Purchaser under this Agreement or

in the Property will prior to the Closing Date be assigned

subcontracted or otherwise transferred voluntarily

involuntarily by operation of law or otherwise without the

prior written consent of Seller Any attempted transfer

without such consent will be null and void and constitute

default by Purchaser under this Agreement

16.10 Notices Notices under this Agreement shall

be in writing and shall be effective when actually delivered

If mailed notice shall be deemed effective on the third day

after deposited as registered or certified mail postage pre

paid directed to the other party at the address shown below

To Seller To Purchaser

Pacific Development. Metropolitan Service District
Property Inc 2000 SW First Avenue

825 NE Multnomah Suite 1275 Portland Oregon 972015398
Portland Oregon 97232 Attention Rena Cusma
Attention Mary Oldshue Executive Director

Vice President

With copy to With copy to

Pacific Development Metropolitan Service District
Property Inc 2000 SW First Avenue

825 NE Multnomah Suite 1275 Portland Oregon 972015398
Portland Oregon 97232 Attention Neil saling
Attention Harold DeBlanc Director of

Development Manager Facilities
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Either party may change its address for notices by written notice

to the other

16.11 Waiver Failure of either party at any time to

require performance of any provision of this Agreement shall not

limit the partys right to enforce the provision Waiver of any

breach of any provision shall not be waiver of any succeeding

breach of the provision or waiver of the provision itself or

any other provision

16.12 Changes in Writing This Agreement and any of

its terms may only be changed waived discharged or terminated

by written instrument signed by the party against whom enforce

ment of the change waiver discharge or termination is sought

16.13 Indemnified Parties Any indemnification

contained in this Agreement for the benefit of party shall

extend to the partys officers employees and agents

16.14 Counterparts This Agreement may be executed

simultaneously or in counterparts each of which shall be deemed

an original but all of which together shall constitute one and

the same Agreement

16.15 Invalidity of Provisions In the event any

provision of this Agreement is declared invalid or is unenforce

able for any reason such provision shall be deleted from such

document and shall not invalidate any other provision contained

in the document
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16.16 Legal Effect THIS IS LEGALLY BINDING

CONTRACT ALL PARTIES SHOtJLD SEEK ADVICE OF COUNSEL BEFORE

EXECUTING THIS AGREEMENT

16.17 Confidential Information Purchaser shall to

the extent permitted by the Oregon Public Records Act respect

and observe the confidential nature of environmental and other

reports and information obtained from Seller concerning the

Property and if this transaction does not close return such

written reports including any copies thereof to Seller If

this transaction closes all documents furnished by Seller to

Purchaser shall be considered public records

AGREED to subject to necessary Council and board

approval as stated above as of the dates shown below

SELLER PURCHASER

PACIFIC DEVELOPMENT METROPOLITAN SERVICE
PROPERTY INC DISTRICT

By By
William Scott
President

Dated October 1991 Dated October 1991
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APPENDIX

REMEDIATION WORK--SEARS BUILDING

Seller Obligations to Remove or Remedy ACM and

Hazardous Substances Seller agrees to remove or remedy

all ACM and Hazardous Substances on under or associated with

the Sears Building as recommended in the September 1991

Report Review and the September 30 1991 Supplemental Sampling

and Site Visit report prepared by Brown Caidwell and the

September 1991 Revised Report and the September 12 1991

Revised Cost Estimate prepared by GCS Inc with respect to

the GCS Inc reports Seller agrees to remedy consistent with

the September 12 1991 revised cost estimates on option

items which are attached as Exhibit hereto the Reports

and all ACM or Hazardous Substances on under or associated

with the Sears Building that are discovered by Purchaser within

one year of Closing that must be removed or remedied in order

to achieve compliance with Environmental Laws taking into

account the intended use of the building by Purchaser

Purchaser agrees that immediately upon its discovery of any

ACM or Hazardous Substances on under or associatedwith the

Sears Building it will provide written notice to Seller

describing the nature and known scope of such ACM or Hazardous

Substance Sellers obligations under this Appendix are

subject to the exceptions described in paragraph below

subject to the limitations set forth in paragraph below and

pursuant to the procedures established hereunder
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Exceptions Sellerts obligations are subject to the

following exceptions

Roofing materials Seller is not obligated to

either remove or repair the roof Seller is obligated

however to obtain bids which will allow determination of the

additional costs that will be incurred by Purchaser when the

roof is removed that are due to the asbestos content of the

roof e.g wetting bagging disposal costs Purchaser will

be credited at Closing with the amount of those costs

PCBcontaining light ballasts Seller is not

obligated to either remove or replace PCB-containing light

ballasts Seller is obligated however to obtain bids on the

cost of disposal of all such light ballasts Purchaser will be

credited at Closing with the amount of such disposal costs

Mutually agreed upon exceptions Purchaser and

Seller understand that certain remediation elements identified

in the Reports may not be necessary based on the renovation

plans ultimately adopted by Purchaser The parties may

therefore by mutual consent agree to excuse Seller from

performing removal or remediation with respect to any items

identified in the Reports

Limitations

Demolition costs borne by Purchaser Seller

agrees to bear the costs incurred to remove or remedy the

presence of ACM or Hazardous Substances as described above

Purchaser is not to be relieved however of the costs it would
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ordinarily incur in its demolition and renovation activities

Thus to the extent that Purchaser obtains benefit i.e
demolition through the remediation or removal work undertaken

by Seller Purchaser is responsible for the direct costs

incurred by Seller for that work together with 15 percent

construction management fee Demolition Charges However

Purchaser shall not be responsible for any consultant fees

incurred by Seller associated with removal of ACM or

remediation of Hazardous Substances For example with respect

to Vinyl- Asbestos Tile VAT Purchaser will pay the cost it

would have incurred to remove nonasbestos containing tile and

Seller will pay all costs incurred because of the asbestos

content of the VAT Purchaser agrees to pay the Demolition

Charges including the construction management fee as the work

is performed Seller shall submit invoices to Purchaser for

the work performed to date and Purchaser will pay within 20

days after receipt thereof In the event of dispute as to

what costs are part of the Demolition Charges the parties will

accept the decision of Brown Caldwell whose decision will be

conclusive and final and binding on the parties

Process for obtaining bids Seller will perform

some removal or remedial work as described in paragraph

below prior to Closing With respect to all work identified

in the Reports but not performed prior to Closing Seller will

obtain firm bids on the cost of such work In each case where

Purchaser will realize demolition benefit from the work
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Seller will obtain bids that permit the parties to determine

separately the costs strictly associated with removal or

remediation of ACM or Hazardous Substances and those associated

with the demolition or other activity that would be required of

Purchaser whether or not the material was hazardous or

contained ACM

Seller Right to Terminate or Repurchase

Prior to Closing If Seller determines

prior to Closing that the Environmental Costs Identified Pre

Closing defined below will exceed $250000 Seller shall

have the right to rescind this Agreement by notice to

Purchaser As used in this Agreement Environmental Costs

Identified PreClosing means total costs of removal and

remediation work performed prior to Closing plus the credits

established under paragraphs 2.a and 2.b above plus the firm

bids for removal and remedial work to be performed after

Closing not counting Demolition Charges In such event the

earnest money deposit shall be refunded to Purchaser and Seller

agrees to pay Purchaser the full cost of design team

honorariums incurred by Purchaser as of that date limitedto

$75000 total and all obligations of the parties under this

Agreement shall thereafter cease unless Purchaser notifies

Seller within 10 days after notification by the Seller of an

intent to rescind that Purchaser elects to waive Sellers

obligations to perform remedial work or elects to itself
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fund all remediation above $250000 and elects to proceed to

close the sale

After Closing Sellers obligations under

this Appendix shall expire in their entirety one year after

Closing In addition Seller shall have limited right to

repurchase the Sears Building and/or the Sears Garage or to

terminate Purchasers option to purchase the Sears Garage if

such option exists in lieu of pursuing removal or remediation

otherwise required by this Appendix Subject to the

limitations described below Seller has the right to repurchase

both the Sears Building and the Sears Garage Further with

the consent of Purchaser Seller may elect to repurchase solely

the Sears Building Any right of Seller to repurchase solely

the Sears Garage shall be governed by the terms of the Sears

Garage Option to Purchase Agreement Sellers right to

repurchase is subject to the following terms Seller shall

have no right to repurchase unless its removal and remediation

expenditures are projected based on firm bids to exceed by

$250000 the Environmental Costs Identified PreClosing

Seller must provide written notice to Purchaser of its interest

in repurchasing including documentation of the firm bids

described in subparagraph above and specify closing date

within 30 days of such notice Within 15 days of receiving

such notice Purchaser shall provide written proof to Seller of

Purchasers costs to date as described in subparagraphs and

immediately below Within two days of receiving such

Page 5-APPENDIX REMEDIATION WORK
.PP1BLDG.rv2 October 1991



documentation Seller shall advise Purchaser in writing whether

it intends to proceed with the repurchase and shall confirm the

date for closing At closing of the repurchase Seller will

pay Purchaser repurchase price equal to the purchase prices

paid by Purchaser for the Sears Building and for the Sears

Garage if the closing of the purchase of the Sears Garage has

occurred At the closing of the repurchase Seller will

reimburse Purchaser for the interest costs actually incurred by

Purchaser up until the date of closing of the repurchase in

financing the initial purchase of the Sears Building and the

operating deficits interest costs plus customary operating

expenses less revenues if any incurred by Purchaser with

respect to the Sears Garage up until date of closing the

repurchase At the closing of the repurchase Seller will

reimburse Purchaser all of the external i.e not

Purchasers staff development costs or expenses up to $500000

that Purchaser incurred or irrevocably committed to incur from

the date of execution of this Agreement for design and

renovation of the Sears Building and the Sears Garage as of the

date of Sellerts notice of intent to repurchase less

remediation expenditures up to $250000 that Seller actually

incurred or irrevocably committed to incur as of the same date

in excess of the Environmental Costs Identified PreClosing

plus ii onehalf of all such external development costs or

expenses not fully reimbursed under Such repurchase

shall be accomplished in accordance with the general provisions
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set forth in Exhibit hereto Seller will have no right to

repurchase if Purchaser notifies Seller within 15 days after

receiving the notice described in subparagraph above that

Purchaser elects to waive Sellers obligations to perform any

additional removal or remedial work beyond the $250000 in work

referred to in that subparagraph and In the event that

Seller exercises its right to repurchase the Sears Garage the

Parking Supply Agreement will automatically be restored to full

force and effect as if the purchase of the Sears Garage had not

occurred

Performance of Work Subject to the condition that

this Agreement is executed by October 14 1991 Seller shall

commence removal or decommissioning of the underground storage

tank and removal of solvent containers prior to Closing With

respect to all other work identified in the Reports Seller

shall commence such work immediately after Closing and

provided that Closing occurs not later than December 16 1991

shall complete it by March 31 1992 subject only to delays

caused by force maleure as defined below Seller shall have

the right of entry and access to the Property after Closing for

the purpose of completing the work Purchaser and Seller will

mutually agree upon means of coordinating Sellers removal

and remediation work with Purchasers demolition and renovation

work Upon completion of the work Seller will provide

Purchaser with certification by Brown Caldwell or

mutually agreed upon environmental consultant that such
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remediation work has been completed and that to the best of the

consultants knowledge no further hazard to construction

workers or the subsequent Purchasers occupants exists The

cost of this update will be equally divided between Seller and

Purchaser As used in this Agreement force maleure means

labor disputes shortages of materials governmental orders

regulations embargoes acts of God unusually inclement

weather fire flood or other casualty governmental delays in

processing permits or other events beyond the reasonable

control of Seller which delay the work
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EXHIBIT

ENVIRON1ENTAL REPORTS

Attached



GCS INC 5O36$0..41-_ Pager 2438358
FAX 503 650.0820

Suveys rh esrnert Piir Sp.s Proj.c Mariagemet

September 1991

Snyder
STOVES RIVES OLEY
3ONES GREY
Attorneys At Law
Standard Insurance Center
900 Fifth Avenue
Portland Oregon 972041266

RE REVISED REPORT ON SEARS BUILDING AT 524 N.E GRANDPORTLAND OREGON

CTION

the building and basement are occupied in thd.r present condition
with the intent to utilize all four floors for office use The foflowjnc
remedi.ati.on of asbestos materials would have to be done to bring it
into compliance with existang Oregon Asbestos Regu1adnsreclean fittings pipe runs and fireproof decking area at cost of6000.00 dollars repair the rozf at estimated cost of25000.03 dollars and remove minimal quantity of friable VAT
from all the floors at cost of approximately 10000.00 dollars

Under Option 42 conclude that the VAT and mastic are all friableand thus require removal by licensed Asbestos Contractor The
reason this statement was made is because their are areas that theVAT and mastic if they were to be removedu would become friabledue to the fact that it would be at best difficult if not impossible to
remove asbestos floor tiles without breakage

On the other hand the asbestoscontaining mastic as whole is in
tacky conditicn but their are areas throughout the floors that the
mastic has become brittle and if disturb would become friable

General Contractor or an Asbestos Contractor would have
difficult time in estimating the removal cost with the above conditaonsvo be better to assume that the VAT would become friable than

General Contractor could remove the mastic as long as it was keptwet during the removal and ongting air monitoring to keep it
from becoming friable



If no remodelling took place the removal of the pipe insutithroughout the building would not be required because the 347 L.Fper Dames Moore reportis still in place is either in good reafr orhas been properly sealed in place

The leveling compound would not have to be removed from the seondfloor if this floor is used for office space onJ.y and the material isnot disturbed during the remodelling of this floor

The purpose for the soffit removal is to remove the reproofingunder the corrugated decking If their was no renovation of thisarea removal would not be necessary

OPTION f2

BSE1ENT/SEARS GARAGE
There is approximately 47550 sq ft of VAT/MASTIC located on the
basement/carage floor area The removal cost would be approximately$71325.00 dollars 1.53/sq.ft as per Dames Moore report

There are 92 asbestos hard fittings behind the walls of the mensandwomens restrooms the removal cost would be 1843.00 dollars at20.00/fittinc

It would be necessary to demo walls in the mens and walls inthe womens restroom the removal cost would $3399.00 dollars

1ST FLOOR
There pproximately 25785 sq ft of VAT/MASTIC located on the
first floor at removal cost of $38678.00 dollars $l.SO/sq ftThere is 15625 sq ft of Leveling Compound on the 2nd floor atremoval cost of 15625.00 dollars $l.O0/sq ft as per DamesMoore report

2ND FLOOR
There ai53 hard tings behind the walls of the mens and womensrestrooms the removal cost would be 1060.00 dollars at 20.00
per fitting Demit-irri of walls in the mens restrooms and walls
in the womens rest.rcorns The demolition cost is estimated to be2719.00 dollars

NORTH ELEVATION EXTERIOR SOFFIT
There is 800 sq ft of sofñt that would have to be demo in order to
abate the asbestos fireproofing located under the corrugated deckingThe removal cost would be 1703.00 dollars



ROOF SEARS UILDINc
Certain areas of the roong material are in friable con diln it isrequired by APPLICELE LAWS that these areas be patched andrepaired total removal would not be required under presentreguJatins The estimated .cost for patch and repair would be$25000.00 dc1lars roof would need to be checked out with moisturemeter to fird the bad spots

The estimated costs for removal Cf all the existing rcfing material inorder to install replacement rf would cost between 550Q.Oand 65000.00 dolars Please see proposals from RooncContractors

It is the roofing Contactors opinion that the useful ife of the
existing Sears building roof would be months to year because itis State of c3isrepair Due to the fact that the main roof area is
concrete and is finished with Built-up asphalt material Their is
very little iJcelihood of water leaking into the main building



OPTION

Asbestos abatement cost esmate

LoC.3fl Es.mated Cost

Reclean fitd.ng

pipe runs re
proof decking area All floors

6000.00

Roofing matera1 Roof $25000.00

VAT Al fl.oors 10000.03

SUBTOTh
1000.00

Diposa1 fees iU
vary may be

charges by the ton
or cubic yard 500.00

Permit to relDove
asbestos

500.00

Contractor Personne
ar sampling 633.00

Con 1tno fee
20% of total 852O.0Q

GRAND TOTAL 51120.00



OPTION

Asbestos abatement cost esmate

L.ocati
_______

VAT/Majc 1st floor

Leveling 2nd floor

Compound

iard .tt1Igs

Pipe insu1an

SUBTOTAL

VAT/astjc

Hard fittings basemen

Spray on
tire prooftn

SUBTOTAL

Demolitjcr Cost
North Elevations Exterior So

Basement/garace walls rnezYs/womens restrooms

10 2nd floor walls mens/womer4s restroor

SUB-TOTAL

11 Disposal fees

12 Permit to remove asbestos

13 Contractor Personnel air sampling

SUBTOTAL

14 Consuking fee 20% of total

TOTAL ABATEMENT COST ESTIMATE

1060.03

3470.00

8833.C5

68325.00

1840.03

10500.00

.8O 665 .X

1700.00

3339.00

2719.00

77i00
500.00

500.00

2490.00

152746.00

30549.00

183295.00

UNIT COST ARE BASED ON THE DAMES MOORE REPORT

Estimated UNIT
Quantity Cost

25785 sq ft $38678.00 S.i.5o

15625 so ft 15625.03 1.00

2nd floor

all floors

basement

53

347 L.F

45550 sq ft

92

ios

20.03

10.00 /L.F

1.50

10.03

30.00



GCS INC

September 12 1991

Revised Cost Estimate



OPTION

ASBESTOS BATHENT COST ESTflIATE

VAT/MastL

1-A Ceiling tile

Hare firtingi

4A VAT

4B Tran site pipe
DEQ requires only

Pipe insuarion

SUB-TOTAL

VAT/Mastic

35678.00

600.03

15625.00

2.343700

1060.00

4500.03

184C.0O 20.00

7500.00

lt f1 25765 sq ft.

1st flcx 400 eq ft
Northea.s corner area

2nd floor 15625.OOcq.f

1.53

1.53

LccLevelinç

Coopound

2-A Debri2 within 2nd foot UNABLE TO QUANTIFY
wa1 in old cafe

2B Transite pipe 2nd floor UNABLE TO QUMTIFY
DEQ only requires that during removal the piping does not become friable

2-C Debri within r/r 2nd flocr

wa.er wall Will be c1eane up when the 53 hard fittings are removed
Cost is included in the removal of the 53 fittings

VAT 2nd floor 1562.5 sq

____ 2nd fbor 53 Eq ft

3rd floor

3rd floor

that piping

ell floors

1.50

23.00

31033sq.ft 1.50

UNABLE TO QUANTIFY
does not b..ome during removal

347 L.F 3470.00 1O.O0/LF

87370.00

68325.00 1.50ba.sement 45550 sq ft

Hard fittings basement 92

7-A Firebric basement
Boilers

7B Raised floor basement
Not included in the Dames Moore esl.mate

7C Shet linoleum basement
Included VAT overall removal cozt

Spray on fiproofing 1050 sq ft

SUBTOtAL

10500.00 10.00

88165.00



sE-2-1ee FJ ..s. Ir

Deno1r.ion Co
North rievations ExteriOr Scoffit

10 BasQtr.flt/grA Jb.flS rneflS/VoUlenS resoorns

11 2nd floor veIls men1/VoThene reso3rn6

SUBTOTAL

12 Diposa1 fees

33 Permit to remove e.sbestos

14 Contractor Personnel a.ir sarp2ing

SUB-TOTAL

TOTAL

15 Consu1n9 fee 20% of tota

CRND TOTAL ABATENENT COST ESTIIATE

1700.03

3339.00

2719.03

7758.00

200.03

500.00

2490.03
.- r-i

$5490.00

188783.03

377S7.00
...

226540.00

UNIT COST ARE BASED ON THE DAPS MOQRE

5n
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September 1991

Mr D9vid Jordan

Pacific Development lflCb

825 Northeast Multnomeh Suite 1275

Portland Oregon 97232

Subject Report Review

Sears Department Store Building Site

Dear Mr Jordan

At your request Brown and Caidwell Consultants Inc 8CC has reviewed

Preliminary Site Assessment dated December 1990 and Magnetometer end

Soil Gas Survey dated January 31 1991 that were prepared by Dames Moore

for the Sears Department Store building site that is located at 524 Northeast

Grand in Portland Oregon Our scope of work requires BCC to review the two

above mentioned reports with respect to potential hazardous substances that may
exist at the site and make recommendatlons with regard to remediation that must

be accomplished to achieve compliance with existing environmental laws

After discussions with both Pacific Development and your legal council ft Is our

belief that any review and recommendations concerning either asbestos

containing material or the integrity and life expectancy of the roof will be covered

by other contractors

Site Visit

On August 31 1991 site Visit was conducted by Mr Timothy OGara Mr
Jordan provided access and was present during the entire Visit All of the areas

on the property which were described in the Dames Moore reports as

potentially having underground storage tanks were inspected as well as several

locations that were reported to house solvent or lubricant containers At that

time Mr Jordan provided 8CC with copy of permit and photographs of an

8000-gallon heating oil tank that was installed in-1946 It Is believed that this

tank is still present outside of the building near the shipping area loading dock
This permit was not reported In the Dames Moore Phase records search but

the suspected tank was located and discussed sealed manhole In the boiler

room which was also located in the earlier report was inspected as was the



Mr David Jordan

September 1991

Page

55-gallon drum of fuel located by the emergency generator The sump In the

boiler room that was reported to contain bright green liquid appearing to be anti

freeze was checked also The liquid had the color associated with the corrosion

of copper piping It did not have the odor of anti-freeze

Report Review

The stated purpose of the December 1990 Dames Moore report was to

evaluate on the basis of readity available information the potential presence of

hazardous substances at the site due to past or current land use practices and

site Operations and the potential occurrence of soil andlor groundwater

contamination resulting from these practices Reports of this type are expected

to be based solely on the records and photographs from public agencies and

observations from the site visit No physical samples are collected or analyzed
It appears that diligent search was performed The report documents the

review of historic air photos historic land use maps and appropriate data bases

provided by the county state and the USEPA Additionally Dames Moore

personnel visited the Muttnomah County Assessment and Taxation Office the

Bureau of Planning Permit Center and the Fire Bureau all In the City of Portland

to review selected files on the subject property.

site visit performed by Dames Moore personnel appears to have been

thorough and numerous potentially hazardous materials mainly cans of solvents

and cleaning fluids in various storage areas throughout the building were

identified Three potential underground storage tanks were identified aria in the

sidewalk at about mid-block on Northeast Grand Avenue and possibly two more

In the lower loading dock area that is adjacent to the southeast corner of the

building Several sumps arid manholes were also located In the boiler room area

that may be of concern Due to the nonintrusive nature of this type of survey no

further actions were taken to determine if the tanks or sumps had caused

environmental contamination or were still in existence The report recommended

that soil gas survey be performed to assess the potential Impacts of the

suspected underground storage tanks

Based on the recommendations of the December 1990 report limited

geophysical and goil gas survey was performed In suspect areas at the site The

report of this survey dated January 31 1991 was also reviewed as part of the

5CC scope of work The geophysical survey concluded that the metal plate that

was thought to cover tank in the sidewalk on Northeast Grand Avenue was

really the cover for en old gas line valve The siivey did confirm that there is at

least one underground storage tank In the lower loading dock area This tank

wn and Caktwefl

CosJas
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appears to be the 8000-gallon tank that was installed in 1946 Mr Jordan has

provided BCC with photo copies of photographs taken in the tank pit after the

two manhole covers were removed No other underground storage tanks were

found on the property at this time

The soil gas survey that was run as part of this investigation was reported to be

attempting to detect volatile organic compounds associated with gasoline The

report states that diesel fuel would not readily be datected by the

instrumentation used for the survey Since the tank that was being investigated

in the loading dock area was suspected of holding fuel oil for the boilers which

has very few volatile components end is heavier that diesel ft appears that the

survey instrumentation was not appropriate for this application The fact that no

contamination was detected does not mean that none exists It simply means

that if it did exist ft could not be detected with that instrument Soil gas surveys

are rarely effective when the contaminant Is heavy oil They are designed to

locate volatile components In the soil that are associated with motor fuels and

solvents

Conclusions

The Dames Moore Preliminary Site Assessment survey as reported in the

December 1990 document appears to be very complete and well done

Based on the stated limitations of this type of survey it accurately describes the

conditions at the site and the records search was thorough Several areas of

potential contamination were discovered through the records search and the Site

visit

The Dames Moore Magnetometer and Soil Gas Surveys as reported in the

January 31 1991 document are of limited usefulness The geophysical work

identified the presence of the 8000-gallon heating oil tank end confirmed the

absence of the tank on Grand Avenue although it could not be determined

whether one or two tanks had been present at that location This is acceptable

due to the limitations of the equipment and the abundance of buried metallic

objects in the area

The soil gas survey was not able to accurately determine if there was

contamination associated with the tank in the loading dock area because the

Organic Vapor Meter used as detector was not designed to detect the

contaminant that may be present Due to the age of the tank installation there is

significant chance that there is heavy oil contamination of the oils associated

Brown and Caidwefi

Cists
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with the tank or the piping going into the boiler room Additionally the manhole

cover that was located In the boiler room should be opened end investigated

The solvents and cleaning fluid that are located at various points around the

building do not at this time pose significant hazard if they are removed and

disposed of properly The 55-gallon drum of fuel next to the emergency

generator has approximately 15 gallons of fuel in it end it should also be

disposed of properly

Remediation Costs

Regardless of the option chosen for future occupancy of the Sears Building

certain measures must be taken to bring the site into compliance Since the

underground tank on site is apparently out of service it must be decommissioned

in place or removed

The 8000-gallon tank located in the loading dock area is in vault below grade

It has access through the two manhole covers in the pavement Pictures

provided by Mr Jordan which were taken after the covers of the manholes were

removed show numerous pipes associated withthis installation The estimated

cost for removal of the tank and piping up to the foundation of the building Is

$25000 Since the soil gas survey was inconclusive and there have been no

soil borings to check subsurface conditions it Is unknown at this time If there is

any contamination associated with the tank or piping costs associated with

rernediation in the area are also unknown at this time However based on our

prior experience with similarsites these costs could be significant

The manhole in the boiler room should be opened for inspection end possibly

sampled If contamination exists it should be remediated during the building

renovation if Option is chosen Because no contamination has been

documented at this location and there are no specific regulations dealing with

sumps of this type we are not associating any costs with this feature

The various solvent and cleaning fluid containers that are located throughout the

building should be collected and removed off site to solvent recyclers Based on

the site visit and the volumes reported In the Preliminary Site Assessment report

this could be accomplished for under $10000

The cost to remediate those contaminants identified by the Dames Moore

assessment and the BCC Site visit and review total approximately $35000

Assuming no contamination is discovered in the soils surrounding the

Bvm and Caidwell

Cois .s
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underground storage tank on site and that the boiler room sump is not addresse

these costs are realistic If however contamination In the soil is identified

remediation costs could increase to the $50000 to $100000 range or more

Thank you for the opportunity to provide you with this report review If you have

any questions regarding this report please contact me at 503 244-7005

Very truly yours

ALDWELL

Timothy OGara RG

Principal Hydrogeologist

TOGIjwJew

C.s e-s
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-c 1512 FR1 3L.JN CA.D.JE..L TO 22C2432 P.e2

wwn and
Consutan

se Bfl.r P.c

5.E2c

052W9095

September 30 1991

Mr David Jordan

Pacific Development Incorporated

825 Northeast Multnomah Suite 1275

Portland Oregon 97232

Subject Supplemental Sampling end Site Visit

Sears Department Store Site

Dear Mr Jordan

This letter report is Intended as supplement to our report of September 1991

concerning the report review for the Sears Building Phase It documents

additional work that was requested at our meeting of September 1991 At

that meeting we were requested to inspect the possible sump In the garage area

collect and analyze one sample from the manhole located In the boiler room of

the Sears building and collect cost estimates for removing the 8000-gallon

heating oil tank located in the loading area of the building

On September 19 1991 Mr Cliff Herman of Brown and Caidwell met with

representative of Pacific Development at the site to collect sample of the

sediment that was found in the bottom of the sump below the manhole The

manhole cover which had been spot welded in place was opened earlier by

Pacific Development personnel The sediment that was reported to be in the

sump was actually an uneven cement bottom and no sediment was found

Because there was no sediment sample of the thin layer of water that was in

the sump was collected The sample was analyzed for Total Petroleum

Hydrocarbons according to EPA Method 418.1 by Pacific Environmental

Laboratory in Beaverton Oregon Only 12 ppm of TPH was detected in the

sample The chain-of-custody form and the sample analysis are enclosed with

this report

While Mr Herman was at the site he also inspcctcd tho sump that was reported

in the garage area of the building The water in the sump showed no sheen or

indication of petroleum products and appeared to be associated .wlth the storm

drain Based on observations at the site and on lab data we do not expect any

environmental problems associated with either the boiler room or the garage

sumps
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On September 20 1991 estimated costs for both removing the heating oil tank
and abandoning it In place were reQeived from Orbrist Construction and PEMCO
The costs do not include sampling under the tanks or writing the closure reports
Due to the complexities of abandoning the tank in place both companies quoted
higher costs for in-place abandonment than for removal The costs for removal
and disposal of the tank ranged from $6000 to $10000 and the companies
wanted $13000 to $14000 for In-place decommissioning These costs do not
Include sampling reporting or analytical costs which we estimate at $3000 to

$4000 This brings the total cost for tank removal to $14000 end in-place

decommissioning to about $18000 This estimate assumes that the tank
removal is contracted directly through Pacific Development to avoid any
subcontractor markup and that the soil beneath the tank is found to be clean

Please call me at 244-7005 if you have any questions regarding this report

Very truly yours

BROWN AND CALDWELL

Timothy OGara RG

Project Manager

TOG ljw

Enclosure
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WI LABORATOR

September 27 1991

Brown Caidwell

9620 S.W Barbur Blvd
Suite 200
Portland OR 97219

Attn Tim OGara

Re JOB $6303
PROJECT Sears Sup
PEL t912855

Enclosed is the lab report for your sample which was
received on September 19 1991

sample D.scription

One Water Sample

The sample was received under chain of custody

The sample was received in container consistent with EPA

protocol

II Qualit7 Cemtrol

No project specific QC was requested Tnhouse QC data is

available upon request

III nalytica1 R.sults

Test methods may include minor modifications of published
methods such as detection limits or parameter lists Solid

and waste samples are reported on an as received basis

unless otherwise noted

Compounds not detected are listed under results as ND

Sincerely

Howard Holmes Howard Boorse

Lab Manager QA/QC Manager
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PEL REPORT NUsER 91-2855
CLIENT Brown Caidwell

JOB REFERENCE 6303
PROJECT Sears Sup
DATE Septeber 27 1991
ITEM One Water Sap1e

METHOD Total Petroleum Hydrocarbons 418.1
Results in g/L ppm

San1eL.P

Si 12
Lab B1an ND
Detection Lilnit 0.5
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PACIFIC
INVIRONMENTAL
lABORATORY nIC

COMM EN IS

COMPANY 8f 1LL1t vIh._______ PROJECT NAME _________ LAB PROJECT NUMBER
SS

PROJECI MANAGER .LMti__ PROJECT NUMBER L4
COLLECTED BY P.O NUMBER _____ ___________________ nus YES

SANPLESRECEIVEDAT4C YES NO

SAMPLES VI APPROPRtATE CO7ITANRS YES NO

AP4M.Y1STO BE FEIIFOflUED

PROVIDE VEF1OALRCSULTS OVES ONO

P1OVVOE PRELIMINARY FAX RESULTS YES NO

PROVIDE FINAL FAX RESULTS YES NO
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Order No E59300 1212200 EXHIBIT

PARCEL 60 SOUTH OF LLOYD CENTER

Legal Description

tract of land in the City of Portland County of Multnomah and State ofOregon being all that portion of the following described property lying
Northwesterly and Westerly of the Northwesterly and Westerly right of ay lineof the parcel conveyed to the City of Portland for street purposes by instrentrecorded October 1959 in Deed Book 1978 Page 698 Records of HultnomahCounty Oregon towit

Fractional Block HEIPLE ADDITION TO EAST PORTLAND Blocks and WHEELsADDITION TO EAST PORTLAND Blocks 85 and 86 HOLLADAYS ADDITION TO EASTPORTLAND together with those portions of vacated N.E Hoyt Street N.E 6thAvenue and N.E Lloyd Boulevard inuring to the above mentioned parcels by Cityof Portland vacation Ordinances No 55844 and No 110439 EXCEPTING THEREFROMthe West 10 feet of the above described property lying within the limits of S.EGrand Avenue formerly East 5th Street

Order No E59300 /1212200

PARCEL 60 SPECIAL EXCEPTIONS

Easement for existing public Utilities in vacated Street area and the conditionsimposed thereby
Reserved by Ordinance No 55844
Entered

JANUARY 18 1929

Easement for existing public utilities in vacated Street area and the conditionsimposed thereby
Reserved by Ordinance No 110439
Entered JULY 23 1959

Covenants conditions restrictions and easements but omitting restrictions ifany based on race color religion or national origin as Contained inOrdinance No 110439
Recorded JULY 23 1959

SAFECO Stock No GSP.0389 Rev.4.84



EXHIBIT

TERMS OF OPTION

DEFINITIONS

As used in this Exhibit the Owner is the Purchaser
under the Sale Agreement and Receipt for Earnest Money
Agreement to which this Exhibit is attached the Optionee
is the Seller under such Agreement and the Property is the
parcel of the Property deeded to Owner thereunder This
Exhibit details the terms relating to obligations of the
parties after the Closing of the sale of the Property to Owner
in the event which the parties do not believe is likely or
probable that unexpected environmental remediation is required
which results in repurchase of the Property pursuant to
paragraph 3c of Appendix to such Agreement The option
provided pursuant to this Exhibit the Option will arise as
of the Closing of the sale of the Property to Owner and
terminate automatically upon expiration of Optionees
obligations under Appendix to such Agreement

STATUS OF THE PROPERTY AND TITLE

2.1 Access to the Property During the option
period Owner shall permit Optionee or its authorized or
designated representatives or agents to enter upon the Property
at reasonable times for the purpose of examining the Property

2.2 Conduct Until Closing From the date of this

Option until the closing date Owner will maintain the Property
and shall pay all liens or property taxes and assessments
imposed on the Property

2.3 Outstanding Agreements Owner will not enter
into any leases occupancy agreements or other agreements
affecting the operation or use of the Property which will be

binding on Optionee after the closing of purchase if the Option
is exercised except as may be reasonably approved in writing
by Optionee during the option period

2.4 Title Report As soon as practicable after
exercise if any of the Option the parties will cause to be

furnished to Optionee preliminary title report with full

copies of any exceptions from the Title Company specified in

the Agreement showing its willingness to issue title insurance
on the Property

DWGL 1295

October 1991



2.5 Rescission of Agreement If the title report
described in Section 2.4 shows any exceptions other than those
in the title insurance policy provided to Owner pursuant to the
Agreement on the original Closing Date in connection with
Owners acquisition of the Property Owner is responsible for
obtaining release or discharge of such matters at or before
the closing of the repurchase If Owner is unable to eliminate
any disapproved exception either party except as otherwise
provided in Section below may elect at its option to
rescind this Option by notice to the other party In such
event all obligations of the parties under this Option shall
thereafter cease unless Optionee notifies Owner within 10 days
after such rescission that Optionee elects to waive its prior
disapproval of the exception

CLOSING PROCEDURE

3.1 Date of Closing This transaction shall be
closed on date selected by Optionee and reasonably acceptable
to Owner within 30 days after exercise of the Option the
Closing Date

3.2 Prorations At closing property taxes and
assessments Expensest1 shall be prorated and adjusted between
the parties as of the Closing Date

3.3 Manner and Place of Closing This transaction
shall be closed in escrow by an officer of the Title Company at
its main office in Portland Oregon or as otherwise mutually
agreed by the parties Closing shall take place in the manner
specified in this Option

3.4 Closing On the Closing Date this transaction
will be closed as follows

The prorations described in Section 3.2
will be made and the parties shall be charged and credited
accordingly

Owner will convey the Property to Optionee
by statutory special warranty deed subject to no liens or
encumbrances other than those permitted under Section 2.4
Owner will execute upon request ttnon_foreign person FIRPTA
affidavit in form reasonably acceptable to Optionee

Optionee shall pay to Owner in cash the
total purchase price for the Property adjusted for the charges
and credits set forth above and shall reimburse Owner for the
sums referenced in paragraph 3c2 of Appendix of the
Agreement

0WGL1295
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The Title Company shall have delivered
commitment letter committing to issue the policy described in
Section 3.5 upon recordation of the closing documents

Owner shall be charged the amount required
to obtain release of liens if any Optionee shall be charged
the recording fees for the deed the premium for the owners
title insurance policy and any escrow fee

3.5 Title Insurance As soon as practicable after
the Closing Date the Title Company shall furnish Optionee at
its expense with an ownerts standard coverage policy of title
insurance in the amount of the total purchase price for the
Property subject only to the standard printed exceptions of
the Title Company and exceptions for the matters under Section
2.4

3.6 Possession Owner will deliver vacant posses
sion of the Property to Optionee on the Closing Date

TERMINATION

This Option shall expire at the end of the option
period specified in Section above if the Option has not been
previously exercised In the event Owner should fail to close
this transaction other than as result of Optionees failure
to exercise the Option or perform Optionees obligations under
this Option Optionee shall be entitled to refund upon
demand of any moneys deposited with Title Company in connection
with the Option and Optionee shall be entitled to all remedies
allowed at law and equity for breach of contract including the
right to enforce specific performance of this Option

FAILURE TO EXERCISE OPTION

In the event Optionee does not exercise the Option
with the option period specified in the Appendix of the
Agreement Optionee shall upon Owners request execute such
documents as Owner may provide and reasonably require to
evidence the expiration or termination of this Option

GENERAL PROVISIONS

6.1 Binding Effect This Option shall be binding
upon and inure to the benefit of the parties their successors
and assigns

6.2 Brokers Each party will defend indemnify and
hold the other party harmless from any claim loss or liability
made or imposed by any party claiming conunission or fee in
connection with this transaction and arising out of its own
conduct

DWGL1 295
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6.3 Prior Agreements This document is the entire
final and complete agreement of the parties with respect to the
Option to purchase the Property and supersedes and replaces all
written and oral agreements previously made or existing between
the parties or their representatives with respect to this
Option

6.4 Other General Provisions The terms of this
Option include the following General Provisions contained in
the Agreement paragraphs 16.1 through 16.5 16.8 and 16.10
through 16.16 of the Agreement

6.5 Memorandum of Option Upon Optionees request
Owner will execute memorandum of option in recordable form
which will be delivered to and may be recorded by Optionee

FURTHER ENCUMBRANCING

Owner represents and warrants that Owner will not
further encumber the Property after the date of this Agreement
until after the Option expires except as otherwise noted below
or approved in writing by Optionee The Property may be
included as collateral for new financing for the development of
the Property so long as such financing is prepayable in the
event the Option is exercised

Owner may rescind this Option pursuant to Sec
tion 2.5 because of an exception relating to lien or encum
brance which violates Owners obligations representations or
warranties under Section 2.2 2.3 or of this Exhibit

DWG11295
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ENVIRONMENTAL ASSESSMENT
COST SHARING AGREEMENT

DATED August 1991

BY AND
BETWEEN Metropolitan Service District Buyer
AND Pacific Development Property Inc Seller

RECITALS

On June 26 1991 Buyer and Seller executed letter
of intent regarding the Buyers purchase of improvements and
property known as the Sears Building and option to purchase
improvements and property known as the Sears Garage
collectively referred to as the Sears Property

Buyer and Seller continue to negotiate the
purchase/sale agreement for the contemplated transaction

Both Buyer and Seller desire to initiate immediately
an environmental assessment of the Sears Property

OPERATIVE TERNS

Definitions

1.1 The term Hazardous Substance means any hazardous
substance listed or defined under ORS 465.2009 as of the
date of this agreement and shall specifically include
Asbestos-Containing Materials ACM

1.2 The term Environmental Laws means all applicable
federal state county and local environmental requirements in
force and effect as the of date of this agreement and
pertaining to the protection of the environment including air
watergroundwater soil noise and odor and including
regulations pertaining to employee exposure to hazardous
substances

Choice of Consultant

2.1 Buyer and Seller have mutually selected Brown
Caidwell for the task of conducting an environmental assessment
of the Sears Property the Consultant

Scope of Work/Reporting Obligations of Consultant

3.1 Consultant will perform the environmental assessment
under the direction of Seller pursuant to the agreed Scope of

Work which is attached as Exhibit Consultant will rely
primarily on the reports previously prepared by Dames Moore
dated December 1990 and January 31 1991 but will conduct



such further testing as it determines necessary subject to the
approval of Buyer and Seller Buyer and Seller agree that they
will not unreasonably withhold such approval subject to

paragraph below Consultant will provide all reports
including drafts to both Buyer andSeller Seller will advise

Buyer of all significant meetings with the Consultant and
provide Buyer an opportunity to participate if Buyer so
desires

Cost SharincT

4.1 Buyer and Seller agree to mutually share in the cost
of the Consultant whether or not the purchase/sale transaction
closes but agree that the Consultant shall be directed not to

perform more than $10000 in work without the approval of both
Buyer and Seller

SELLER PURCHASER

PACIFIC DEVELO PROPERTY METROPOLITN.4RVICE
INC DIS

By By



EXHIBIT

Scope of Work

Buyer and Seller shall provide to Consultant as soon as
Consultant is retained all environmental assessments of the
Sears Property completed to date which are in the possession
and control of the parties including the Preliminary Site
Assessment dated December 1990 and the Magnetometer and Soil
Gas Survey dated January 31 1991 prepared for Buyer by Dames
Moore the Dames Moore Reports

Consultant shall review all such reports and with respect
to all Hazardous Substances on the Sears Property identified in
the Dames Moore Reports make two recommendations as to what
remediation must be accomplished to achieve compliance with the

following standards

Option 4l-Such remediation as is necessary to place
the building and garage in compliance with all

applicable existing Environmental Laws as those laws
would be enforced by any authorized governmental
agency on the basis and assumption that party
takes possession and occupancy of the building and

garage in their present condition with the intent to
utilize all four floors for office use Consultant
should assume that the least expensive method of

remediating any problem öonsistent with the standard
stated above will be selected

Option 42Such remediation as is necessary to place
the building and garage in compliance with all

applicable existing Environmental Laws as those laws
would be enforced by any authorized governmental
agency on the basis and assumption that the building
and garage are being renovated as described on the
attachments hereto and that the use of the building
and garage after the renovation work is completed
will be as described on such attachments This
option shall include an estimate of the cost of
removal of all VAT located on the first and second
floors regardless of whether it is consultants
opinion that such removal is required by existing
applicable law Consultant shall also state its

opinion as to whether such removalof VAT is required
by applicable law

With respect to each reinediation recommendation Consultant
shall provide an estimate of the cost to complete such work
Remediation work to the Sears Garage if any should be

separately stated compared to remediation work to the Sears

Costshar ci
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building The Consultant shall assume that the remediation
will be completed prior to execution of Buyerts renovation
plans The Consultant shall however state those costs
directly associated with the reinediation separately from those
costs associated with the demolition required in order to
conduct the remediation work

Consultant shall provide an estimate of the useful life of
the existing Sears Building roof Consultant shall state its
opinion as to whether encapsulation or removal of ACM in the
roof material is required by applicable law for the roof in
its present condition Furthermore Consultant shall state
whether in connection with installation of replacement roof
encapsulation or removal of ACM in the roof material is
required by applicable law Consultant shall provide an
estimate of the cost of any encapsulation or removal of ACM in
the roof material required by applicable law Furthermore
Consultant shall provide an estimate of the cost of removal of
all existing roof material in order to install replacement
roof The estimated cost of removal of all the existing roof
material shall include separate cost estimate of all costs
attributable to removal and disposal of ACM contained in the
roof material

Consultant is to rely primarily on the Dames Moore
reports To the extent Consultant determines it needs to
undertake further testing in order to make the recommendations
required in paragraph Consultant shall propose what specific
testing it believes to be necessary Consultant shall not

proceed with that testing without the approval of Buyer and
Seller

Consultant is to complete its work and provide reinediation
recommendations in report form simultaneously to both parties
by August 30 1991

Costshar ci
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EXHIBIT

The legal description of the Sears Building and Sears
Garage is set forth on the attached page Separate legal
descriptions of these parcels after partitioning will be
attached by the parties

DWGL1257 August 29 1991



Qider No E59300 1212200 EXHIBIT

PARCEL 60 SOUTH OF LLOYD CENTER

Legal Description

tract of land in the City of Portland County of Multnomah and State of
Oregon being all that portion of the following described property lying
Northwesterly and Westerly of the Northwesterly and Westerly right of way line
of the parcel conveyed to the City of Portland for street purposes by instrument
recorded October 13 1959 in Deed Book 1978 Page 698 Records of Multnomah
County Oregon towit

Fractional Block HEIPLE ADDITION TO EAST PORTLAND Blocks and WHEELERS
ADDITION TO EAST PORTLAND Blocks 85 and 86 HOLLADAYS ADDITION TO EAST
PORTLAND together with those portions of vacated N.E Hoyt Street N.E 6th
Avenue and N.E Lloyd Boulevard inuring to the above mentioned parcels by City
of Portland vacation Ordinances No 55844 and No 110439 EXCEPTING THEREFROM
the West 10 feet of the above described property lying within the limits of S.E
Grand Avenue formerly East 5th Street

Order.No E59300 1212200

PARCEL 60 SPECIAL EXCEPTIONS

Easement for existing public utilities in vacated Street area and the conditIonsimposed thereby
Reserved by Ordinance No 55844
Entered JANUARY 18 1929

Easement for existing public utilities in vacated street area and the conditionsimposed thereby
Reserved by Ordinance No 110439
Entered JULY 23 1959

Covenants conditions restrictions ancjeasements but omitting restrictions ifany based.on race color religion or national origin as contained inOrdinance No 110439
Recorded JULY 23 1959

SAFECOSAFECO Stock No GSPO3a9 Rev.4.84 1TB.E tSLANcE



EXHIBIT

PARKING SUPPLY AGREEMENT

Sears Property

Dated ________________

Between PACIFIC DEVELOPMENT PROPERTY INC
an Oregon corporation SELLER

AND METROPOLITAN SERVICE DISTRICT METRO

SUPPLY COMMITMENT

1.1 Basic Parking Commitment Seller agrees with

Metro for the term and subject to the agreements conditions

and provisions hereinafter set forth to provide the right to

lease from Seller parking rights to park up to 100 vehicles in

the Sears garage facility Sears Garage located adjacent to

the Sears building property Sears Building for Authorized

Users as defined in Section below The parking rights

under this Section 1.1 will commence upon occupancy of the

Sears Building with Metros remodeling work completed the

Start Date which the parties anticipate will be on or

before December 1992 Parking rights under this Section 1.1

are nQt on use or lose basis Metro willprovide to Seller

not less than 90 days notice of the amount if less than for

100 vehicles of parking which Metro will require for any

month

1.2 Additional Parking Capacity During the term of

this Agreement and any renewal thereof Seller will cause the

DWGL1256 September 24 1991



Sears Garage to remain open for public use on firstcome

firstuse basis at market rates during nonBusiness Hours when

requested to do so by Metro subject to the terms and

conditions stated below Such requests will be made upon at

least 30 days notice as to the time periods and date on which

Metro requests that the Sears Garage remain open which notice

will include Metros estimate of the estimated usage during

such time periods To further Sellers planning for such

events Metro will submit to and maintain with Seller Metros

calendar of events for the upcoming 90-day period which will

be revised and updated as necessary Parking under this

Section 1.2 will be on an as available basis and Seller will

not be required to make such parking first available for the

public for any Metro events Seller will not be expected or

required to open the Sears Garage pursuant to this Section 1.2

if the costs of so doing are not profitable in light of the

revenues which may reasonably be expected to be achieved The

parties will conduct semiannual review upon Sellers

request of the revenue and costs in opening the Sears Garage

at Metros request pursuant to this Section 1.2 The parties

will adjust the program under this Section 1.2 if the costs of

opening under this Section 1.2 are not profitable to Seller or

Metro may elect in its discretion to subsidize the costs of

opening the Sears Garage under this Section 1.2 for occasions

on which such opening is not profitable but during which Metro

desires nevertheless to have the Sears Garage opened

DWGL1256 September 24 1991



1.3 Grand Avenue Replacement Parking Upon

commencement of remodeling work on the Grand Avenue level of

the Sears Building to convert the planned for parking

contemplated on such level to office use and after 120 days

prior written notice to Seller of Metros intent to exercise of

this option provided that Metro will rescind or firmly commit

to such exercise of such option at least 30 days prior to the

effectivedate of the lease of the additional spaces referenced

below and if so rescinded the original notice will be treated

as of no effect and will not cause any loss of entitlement

under the use or lose provision stated below or if Metro

elects to initially utilize the Grand Avenue level for office

use upon the Start Date Metro will have the option to lease

from Seller parking rights to park up to an additional 100

vehicles for Authorized Users during normal Business Hours as

described in Section 5.2 below on use or lose basis

subject to the terms and conditions stated herein

The number of spaces which Seller shall be required

to make available under this Section atanytinie shailnot

exceed the LID The LID shall be determined as follows

For the period from commencement of the fourth month

after initial obligation to provide parking pursuant to this

section through the last day of the term of this Agreement the

LID for particular calendar month shall be highest number of

parking spaces actually leased pursuant to this Agreement

during the immediately preceding 90-day period on monthly

DWGL1256 Septeniber 24 1991



paid basis by Metro minus 100 but such LID shall not exceed

the lowest of any LID established for any prior month Under

this section the LID may only go down and never up In

calculating the LID the Parties assume that Metro will be using

all of the 100 spaces provided for in Section 1.1 of this

Agreement Therefore Sellers furnihing of parking space

pursuant to this Section is applicable only for spaces utilized

by Metro in excess of the 100 spaces provided for in Section

1.1 If Metro is using 100 spaces or less then the LID will

be reduced to zero and Metro shall have no further right to

parking pursuant to this Section 1.3 Metro shall however

retain its rights to lease 100 spaces pursuant to Section 1.1

Upon written request from time to time but not more

frequently than monthly Seller shall provide Metro the

following information on or before the end of the month

following such request

The LID for the previous month

ii The High Count for the previous month and

iii The actual number of spaces under lease on
the last day of the previous month

Notwithstanding the LID established at any particular

time if within sixth 60 days following Sellers delivery of

notice to Metro of any change in the LID for particular

calendar month Metro can demonstrate to Seller for

particular month the Reviewed Month that the failure to

lease all spaces for the applicable Reviewed Month is due

DWGL1256 September 24 1991



LOCATION OF PARKING During the term of this

Agreement and any renewals thereof the parking rights

provided hereunder will be supplied within the Sears Garage

The location of parking may be temporarily relocated at any

time in connection with renovation and construction to the

extent necessary Furthermore the location of parking may be

permanently relocated and subsequently relocated from time to

time at any time within sixblock radius of the corners of

the Sears Building if the Sears Garage site or Sears Garage

itself is redeveloped for uses other than the exclusive parking

garage operation presently conducted thereon subject to the

following qualifications If the Sears Garage is demolished in

connection with redevelopment of the Sears Garage site the

parking may be permanently relocated and subsequently

relocated as provided above If the Sears Garage is not

demolished but portions of it are redeveloped for uses other

than parking the amount of parking provided to Metro within

the Sears Garage will be reduced provided within the six-

block radius referenced above on pro rata basis as

described below If and tothe extent that the redevelopment

of the Sears Garage requires Seller to commit onsite parking

within the Sears Garage to such new uses and users but not

to exceed parking spaces per 1000 square feet of goss

building area committed to such new use and/or to the extent

that the redevelopment displaces arid reduces the total number

of parking spaces within the Sears Garage the number of

parking spaces remaining after such commitment and such
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redevelopment will be the Reduced Total Parking Capacity

Metro shall with respect to the parking within the Sears

Garage retain the rights to the same percentage of the Reduced

Total Parking Capacity that Metro had as percentage of the

total parking within the Sears Garage immediately prior to the

effective date of the redevelopment for uses other than

exclusive parking and the remainder of the parking to which

Metro is entitled hereunder will be provided within the six-

block radius referenced above In the event of such temporary

or permanent relocations Seller will provide specific

locational assignments or modifications thereto and re

assignments upon at least seven days written notice to

Metro

Metros right of use shall be nonexclusive and

Seller may make parking areas available for users other than

Metros on nonexclusive basis during the hours of Metros

permitted use but Seller will not overburden parking so as to

interfere with Metros right of use of the number of spaces

which Seller commits will be available hereunder

TEPN

4.1 Original Term The original term of this

Agreement shall commence as of the Start Date described in

Section 1.1 and expire on the 3rd anniversary of such date

the Expiration Date unless extended as described in

Section 4.2 below or unless sooner terminated as set forth in

Section 4.3 below
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Metro may cancel this Agreement at any time upon 30

days prior written notice to Seller Cancellation shall be

final and perpetual

4.2 Renewal Option The Expiration Date of this

Agreement may be extended by written notice to Seller prior to

the Expiration Date specified in Section 4.1 in the event Metro

does not exercise its option to purchase the Sears Garage as

described in the Commercial-Industrial Sale Agreement and

Receipt for Earnest Money dated September 1991 Sale

Agreement The initial renewal option term will be for seven

years 84 months Thereafter provided that Metro has

exercised the precçding renewal option and Netro is not in

default hereunder Metro will have three additional consecutive

renewal options for terms of five years 60 months each Each

renewal option must be exercised by written notice to Seller

not later than 120 days before expiration of the current term

During the renewal terms the monthly parking charges will be

the fair market rental for such parking rights to be specified

and adjusted from time to time by Seller and are limited

by any annual cap or any requirement that changes only occur

once year as of October From time to time Seller will

discuss with Metro the basis used by Seller to determine any

such adjustments to the monthly parking charges

4.3 Termination for Certain Events This Agreement

shall terminate prior to the Expiration Date upon the following

dates
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The last day of any year in which Metro or

affiliated agencies or public entities fails to continue to

occupy at least 50000 square feet of gross rentable area

within the Sears Building for office purposes for its employees

for continuous period of 120 days or more for any reason

except damage or destruction of the Sears Building rendering it

unusable for such purposes or

The Sears Building is damaged or destroyed

and Metro does not complete restoration or reconstruction and

resume occupation of the Sears Building as office space for

employees within 18 months thereafter then on the last day of

such 18th month

TERMS OF USE Parking areas sub-areas and spaces

may be used only solely at the times described below and

subject to the following

5.1 Payméhtof Monthly Charges Metro will pay to

Seller on monthly basis the monthly parking charge for the

rights to use such parking areas subareas and/or spaces

Payment of such amounts is requirement for continuation of

Metros rights to such parking

5.2 Hours of Use Spaces supplied under this

Agreement may only be used between 600 a.m and 530 p.m

Monday through Friday except national holidays Seller

reserves use of the spaces on Saturday and Sunday national

holidays and at all other hours except those listed in the

preceding sentence After Hours Periods In order to
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facilitate employees working during After Hours Period e.g
employees working overtime or on flexible time schedules

20 percent of the spaces supplied under this Agreement shall be

made available for use by Authorized Users during the After

Hours Periods After Hours Spaces provided the Seller may

impose reasonable regulations on use during After Hours Periods

including but not limited to

5.2.1 Segregating up to 50 percent of After

Hours Spaces in specified areas

5.2.2 Requiring cars parking pursuant to this

Agreement to bear identifying stickers

5.2.3 Requiring persons who need to only

occasionally use parking space during the After Hours Period

to telephone Seller prior to the end of normal hours of use to

give their name license number and space number or location

and obtain authorization for use during the After Hours Period

and

5.2.4 Reserving the right to tow vehicles

violating normal hçur limitations without complying with PDI

regulations provided Seller has given Department or the

employee at least 24 hours advance notice by letter flyer

posted on vehicle phone or other means selected by Seller if

Seller gives such notice Seller may thereafter tow such

vehicle if it continues to violate normal hour limitations

without complying with PDI regulations and will have no further

DWGL1256 Septenber 24 1991
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obligation to give notices of proposed towing with respect to

such yehicle for period of 90 days

These hours may be adjusted by written agreement of

the parties to accommodate flextime hours or to alleviate

traffic congestion in the vicinity of the Sears Building The

intent of this section is that persons may utilize the After

Hours privilege for purposes of performing their official

Metro duties and not for their own personal benefit or

convenience

PAYMENT Monthly charges shall be payable in advance

on the first day of each month The charges for any partial

month shall be onethirtieth 1/30 of the full monthly charge

multiplied by the number of days in such partial month

Parking charges pursuant to this Agreement which are not paid

in full within 30 days after the due date for payment will be

will be assessed late charge of cents per dollar to defray

administrative costs and will be subject to Sellers right to

charge interest from the due date until payment is made at the

rate of 12 percent per annum

RESTRICTIONS ON TRANSFER The parking rights

supplied under Sections 1.1 and 1.3 of this Agreement may be

used only by Authorized Users Parking supplied pursuant to

this Agreement may ñbtbe assigned subleased licensed or

sublicensed or otherwise transferred or used by third parties

other than to Metro Successor as defined below Metro

shall not assign sublease license or sublicense or otherwise

DWGL1256 Septerrber 24 1991

II



transfer any rights under this Agreement whether voluntarily

involuntarily by operation of law or otherwise other than

to Metro Successor as defined below The term Metro

Successor means any governmental entity with.regional

authority which results from merger or reorganization of

Metro and which acquires all or substantially all of Metros

assets and responsibilities

ADMINISTRATION OF AGREEMENT All use of parking

covered by this Agreement shall be expressly subject to this

Agreement including without limitation Sellers right to

relocate parking areas subareas and spaces and will require

Metro and Authorized Users to comply with such reasonable.rules

and regulations as from time to time may be adopted and

generally applied by Seller to promote safety good order

maintenance security and enforcement of hours of use of the

parking area including without limitation regulations which

require Metro to enforce such regulations against its

Authorized Users and to require cars to bear identifying

permits Upon request Metro will provide Seller with such

information as Seller may reasonably require from time to time

to administer this Agreement For the purpose of this

Agreement Authorized Users shall mean Metro employees

working in the Sears Building Council members and others

performing official functions on behalf of Metro that require

their attendance at the Metro offices located in the Sears

DWGL1256 September 24 1991
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Building and employees of tenants of the Sears Building who

are working in the Sears Building

ENFORCEMENT OF TIMES OF USE Among other remedies

Seller reserves the right to cause the towing of vehicles

violating use and other limitations described above

10 DEFAULTS The following shall be events of default

10.1 Default by Metro With respect to defaults of

Metro

Metro fails to pay the parking supply fees

and charges required by this Agreement within thirty 30 days

after written notice of the amounts due

Metro makes any unpermitted transfer as

described under Section

Metro fails to perform under the terms of

this Agreement within 30 days after receipt of notice of

default from Seller or if the default is of nature that

cannot reasonably be cured within such 30-day period then

failure to commence curative action within such 30day period

and pursue it thereafter with diligence to completion

10.2 Default by Seller With respect to defaults of

Seller

Seller fails to perform under the terms of

this Agreement within 30 days after receipt of notice of

default from Metro or if the default is of nature that

cannot reasonably be cured within such 30 day period then

DWGL1256 September 24 1991
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failure to commence curative action within such 30 day period

and pursue it thereafter with diligence to completion

11 REMEDIES ON DEFAULT Upon default by either party

the other party may terminate this Agreement and/or exercise

any other remedy available under applicable law

12 GENERAL PROVISIONS

12.1 Time of Essence Time is of the essence for

performance of obligations under this Agreement

12.2 Modifications This Agreement may not be

modified except by endorsement in writing attached to this

Agreement dated and signed by the parties

12.3 Nonwaiver Waiver of performance of any

provision of this Agreement shall not be waiver of nor

prejudice partys right otherwise to require performance of

the same provision or any other provision

12.4 Succession Seller shall assign its rights and

obligations under this Agreement to any third party that

purchases the Sears Garage

12.5 Recocrnition In the event any proceedings are

brought for foreclosureor in the event of the exercise of the

power of sale under any mortgage or trust deed made by covering

land on which parking areas subareas and/or spaces are

provided Metro shall attorn to or recognize the purchaser upon

any such foreclosure or sale and recognize such purchaser as

supplier under this Agreement and such purchaser shall be

obligated to fulfill Sellers obligations to Metro hereunder

DWGL1256 September24 1991
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subject to the terms of subordination nondisturbance and

attornment agreement in form approved by the parties

contemporaneously herewith subject to such changes in such

form of agreement that Sellers lender may reasonably require

from time to time

12.6 Subordination to Mortgacies and Master Leases

This Agreement at Sellers option shall be subordinate to the

lien of any trust deed or mortgage subsequently placed upon the

Sears Garage or other property and to any and all advances

made on the security thereof and to the terms of any master

lease between Seller and third party if Seller enters into

sale and leaseback transaction and to all renewals

modifications consolidations replacements and extensions

thereof provided however that as to the lien of any such

trust deed or mortgage or such master lease Metros right to

parking hereunder shall not be disturbed if Metro is not in

default and so long as Metro pays the parking charges and

observes and performs all of the provisions of this Agreement

unless this Agreement is otherwise terminated pursuant to its

terms

If any such lender elects to have this Agreement

prior to the lien of its mortgage or trust deed and shall give

written notice thereof to Metro this Agreement shall be deemed

prior to such mortgage or trust deed whether this Agreement is

dated prior or subsequent to the date of said mortgage or trust

deed or the date of frecording thereof
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12.7 Estoppel Certificates Within 10 days after

receipt of written request from Seller Metro shall deliver

written statement to Seller or third person designated by

Seller stating the amount of parking being supplied hereunder

whether the Agreement is unmodified and in full force and

effect and any other matters that may reasonably be requested

by the other party

12.8 Notices Notices under this Agreement shall be

in writing effective when deliveredor if mailed effective on

the second day after mailed postage prepaid to the address for

the party stated in this Agreementor to such other address as

either party may specify by notice to the other Sellers

address shall be Suite 1275 Lloyd Center Tower 825 NE

Multnornah Street Portland Oregon 97232 Attention Virgil

Ovall Manager Parking and Transportation Metros address

shall be 2000 S.W First Avenue Portland Oregon 972015398

Attention Rena Cusma Executive Director

12.9 Attorneys Fees In the event suit or action

is instituted to interpret or enforce terms of this Agreement

the prevailing party shall be entitled to recover from the

other party such sum as the court may adjudge reasonable as

attorneys fees at trial on appeal and on any petition for

review in addition to all other sums provided by law

12.10 Applicable Law This Agreement shall be

construed applied and enforced in accordance with the laws of

the State of Oregon

DWGL1256 September 24 1991
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12.11 Prior Agreements This Agreement including

any exhibits attached to this Agreement which are incorporated

in this Agreement by this reference as though fully set forth

in this Agreement is the entire final and complete agreement

of the parties with respect to the matters set forth in this

Agreement and supersedes and replaces all prior written and

oral agreements between the parties or their representatives

with respect to such matters

12.12 Validity of Provisions If any provision in

this Agreement shall be invalid illegal or unenforceable in

any respect the validity of the remaining provisions contained

in this Agreement shall not be affected

12.13 Change in Governmental Requirements or

Impositions In the event any governmental order or any change

in governmental regulations ordinances or statutes occurs

during the term of this Agreement such that additional charges

or costs are imposed on parking provided hereunder or such that

the parking that can be provided hereunder is limited then the

monthly parking charges may be adjusted to reflect such

additional charges or costs without requiring Seller to wait

until October and the parking rights provided hereunder will

be limited as required by any such governmental order

regulation ordinance or statute However if such an order or

change limits the number of parking spaces allowed to be used

in the Sears Garage Metro shall only lose any parking rights

under this Agreement on pro rata basis so that Metro shall

DWGL1256 September 24 1991
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retain the rights to the same percentage of spaces as it was

entitled to prior to the effective date of the limitation

13 LIMITATIONS This is not intended to be third

party beneficiary contract no member staff or invitee of

Metro shall have any right against Seller or to enforce this

Agreement

IN WITNESS WHEREOF the parties have executed this

Agreement as of the date first above written

SELLER PACIFIC DEVELOPMENT
PROPERTY INC

By_________________________
Its________________________

METRO METROPOLITAN SERVICE DISTRICT

By.

DWGL1256 SeptelTiber 24 1991

18



SEARS GARAGE OPTION TO PURCHASE AGREEMENT

Sears Garage Portland Oregon

DATED ______________ 1991

BETWEEN PACIFIC DEVELOPMENT PROPERTY INC
an Oregon corporation
825 NE Nultnomah Suite 1275
Portland Oregon 97232
Taxpayer I.D No ____________ OWNER

AND METROPOLITAN SERVICE DISTRICT
2000 Sw First Avenue
Portland Oregon 972015398
Taxpayer I.D No ____________ OPTIONEE

Owner is the fee owner of certain real property
located in the City of Portland County of Multnomah and State
of Oregon described on the attached Exhibit commonly known
as the Sears Garage property the ItSears Garage

NOW THEREFORE for value received and in
consideration of the mutual promises of the parties set forth
in this Option Agreement the Agreement the parties agree
as follows

GRANT OF OPTION

Effective and conditioned upon the closing of the
purchase by Optionee of the Sears Building property Sears
Building pursuant to the terms of the CommercialIndustrial
Sale Agreement and Receipt for Earnest Money dated
October _____ 1991 the Sale Agreement referenced in
paragraph 2.8 below Owner hereby grants to Optionee the sole
exclusive and irrevocable option to purchase the Sears Garage
the Option at or at any time after the closing of the
purchase by Optionee of the Sears Building until the end of the

Option Periods provided in paragraphs 2.3 and 2.4

TERMS OF OPTION

2.1 Purchase Price The total purchase price for
the Sears Garage property provided that Optionee closes the
purchase of the Sears Building is as follows based upon the
time period in which the closing of the purchase of the Sears
Garage occurs

jpsp1495.ct October 1991



Option Closing Date for Purchase
Period Sears Garage Purchase Price

Preoption On or before December 16 1991 $2600000
First December 17 1991 June 15 1992 $2730000
Second June 16 1992 December 15 1992 $2866500
Third December 16 1992 June 15 1993 $3009800
Fourth June 16 1993 December 15 1993 $3160300
Fifth December 16 1993 June 15 1994 $3318300
Sixth June 16 1994 December 15 1994 $3484200

2.2 Legal Description The exact legal description
of the Sears Garage as distinct from the Sears Building will
be prepared by the Surveyor as described in and in accordance
with the provisions of paragraph 9.1 below

2.3 Option Consideration Option Periods Unless
Optionee exercises its Option closes the purchase of the
Sears Garage on or before December 16 1991 the consideration
for the Option to purchase the Sears Garage is that Optionee
will pay to Owner $50000 in option consideration in cash not
later than the first day of each of the six option periods
referenced in paragraph 2.1 the Option Periods If such

payment is not made to Owner by the first day of each Option
Period the Option shall automatically expire and terminate
The Option consideration paid by Optionee is nonrefundable but
will be credited against the purchase price for the Sears
Garage if Optionee exercises the Option and closes the purchase
as provided herein

2.4 Time of Exercise The Option may be exercised
by Optionee at any time after the date of this Agreement but
not later than 11.59 p.m Pacific time on December 15 1991
sublect to Optionees right to extend as lirovided in
paragraph 2.3 for up to six additional Option Periods by
payment of the option consideration provided therein at the
end of which time period the Option will terminate unless
previously exercised as provided below

2.5 Manner of Exercise The Option may be
exercised if at all by written notice given by Optionee to
Owner at any time before December 16 1991 or if Optionee pays
the Option consideration by the date it is due during any
Option Period which notice shall specify that Optionee has
elected to exercise this Agreement

2.6 Failure to Exercise Option If Optionee fails

for any reason to exercise this Agreement in the manner and
within the time period set forth above Optionee shall have no
further claim against or interest in the Sears Garage or in any
of the Option consideration previously paid and all of such

money shall remain the property of Owner who shall have no
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further obligation to Optionee under this Agreement Further
in the event of such failure to exercise Optionee will
cooperate in providing Owner with any instruments which Owner
may reasonably deem necessary or advisable for the purpose of
removing from the public record any cloud on Owners title to
the Sears Garage which is attributable in any manner to the
grant or existence of this Agreement

2.7 Binding Obligation Upon exercise of the
Option Optionee shall be obligated to purchase the Sears
Garage from Owner and Owner shall be obligated to sell the
Sears Garage to Optionee for the price and in the manner set
forth in this Agreement In such event if either party shall
fail or refuse to carry out any provision hereof the other
party shall be entitled to such remedy or remedies for breach
of contract as may be available under applicable law including
without limitation the remedy of specific performance

2.8 Condition to Optionees Rights Notwithstanding
any other provisions of this Agreement Owners obligations
hereunder and the Option are conditioned upon the closing of
the purchase of the Sears Building under the Sale Agreement
Optionee may exercise its Option only after or
contemporaneously with the closing of the purchase of the
Sears Building under the Sale Agreement

OWNERS TITLE TO THE SEARS GARAGE

3.1 Title Report As soon as practicable after the
execution of this Agreement Owner shall furnish to Optionee
preliminary title report from reputable title insurance
company selected by Owner Title Company showing its

willingness to issue an ALTA extended coverage owners title
insurance policy on the Sears Garage or Ioth the Sears Garage
and Sears Building if the parcels have not yet been
partitioned together with full copies of all exceptions
Optionee shall have 10 business days after receipt of the
preliminary title report and exceptions within which to notify
Owner in writing of Optionees disapproval of any exceptions
shown in the report other than exceptions for the matters
described on Exhibit and any liens to be satisfied by Owner
at closing In the event of such disapproval Owner shall have
until the closing date to eliminate any disapproved exception
Failure of Optionee to disapprove any exception within the 10

business day period shall be deemed an approval of the
exceptions shown in the title report

3.2 Rescission of Agreement If Owner is unable to
eliminate any disapproved exception either party may elect to
rescind this Agreementby notice to the other.party In such
event Owner will promptly refund to Optionee the option
consideration previously paid to Owner and all obligations of
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the parties under this Agreement shall thereafter cease unless
Optioneé notifies Owner within 10 days after such rescission
that Optionee elects to waive its prior disapproval

CLOSING DATE

If Optionee exercises the Option the purchase of the
Sears Garage will be closed on date reasonably acceptable to
both parties but not later than 20 days after exercise of the
Option Notwithstanding the giving of such notice Optionees
sole liability for failing to close shall be the forfeiture of
the option consideration payable to Owner and payment of costs

payable by Optionee for the environmental consultants services
pursuant to paragraph 7.1a and under the Environmental
Assessment Cost Sharing Agreement between the parties dated
August 27 1991 copy of which is attached hereto as
Appendix the Environmental Assessment Agreement and

pursuant to paragraphs 9.1 and 15.1 below The closing of the
conveyance of the Sears Garage is referred to as the Closing
The date for the Closing is referred to herein as the Closing
Date

OPTIONEES RIGHT TO ENTER AND INSPECT

Prior to the Closing Date Optionee may perform at
reasonable times upon reasonable advance notice to Owner and
coordination as to the time of entry and nature of the test or
study to be performed reasonable tests engineering studies
surveys soil tests and other inspections studies and tests
on the Sears Garage as Optionee may deem necessary at
Optionees expense Optionee will defend indemnify and hold
Owner harmless from any claim loss or liability in connection
with any entry on the Sears Garage by Optionee any claim of
lien or damage or activities on the SearsGarage by Optionee
its agents employees and independent contractors and
consultants

CCC TRANSPORTATION CAPITAL IMPROVEMENTS

The Sears Garage will be conveyed subject to the

Oregon Convention Center Transportation Capital Improvements
LID and assessments thereunder if any

HAZARDOUS SUBSTANCES

7.1 Reniediation Respànsibility of Owner Pursuant to
the Environmental Assessment Agreement Qptionee and Owner
mutually retained Brown Caidwell the Environmental
Consultant and GCS Inc to recommend necessary removal or
reme.diation of Asbestos Containing Materials ACM and
Hazardous Substances on under or associated with the Sears
Garage The cost of retaining the Environmental Consultant and
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GCS Inc for these services will be equally divided between
the parties whether or not this transaction closes pursuant
to the terms of the Environmental Assessment Agreement The
Environmental Consultant and GCS Inc submitted written
reports which are attached to Appendix the Reports
Owner agrees tO perform or pay for all removal or remediation
of ACM and Hazardous Substances to the extent and subject to
the limitations described in Appendix

7.2 Definitions As used in this Agreement and in

Appendix the following terms shall have the following
meanings

The term Asbestos-Containing Material
ACM means any material containing more than one percent
asbestos by weight including particulate asbestos material

The term Hazardous Substance means any
hazardous substance listed or defined under ORS 465.2009 as
of the date of thi Agreement

The term Environmental Laws means the
Clean Air Act 42 USC 7401 et seq the Federal Water
Pollution Control Act the Clean Water Act 33 USC 1251

the Solid Waste Disposal Act as amended by the Resource
Conservation and Recovery Act and the Hazardous and Solid Waste
Amendments 42 USC 6901 et seq the Comprehensive
Environmental Response Compensation and Liability Act
CERCLA 42 USC 9601 et seq the Toxic Substances
Control Act 15 USC 2601 et seq and all other applicable
federal state county and local environmental requirements
including without limitation applicable rules ordinances
codes licenses permits judgments writs decrees
injunctions or orders of any governmental-entity in force and
effect as of the date of this Agreement and pertaining to the

protection of the environment including air water
groundwater soil noise and odOr

7.3 Exclusivity of Rights The rights and
obligations of the parties under paragraph and Appendix of
this Agreement shall be the exclusive rights and obligations of
the parties with respect to ACM and Hazardous Substances and

supersede all other rights and remedies to which party might
otherwise be entitled with respect to such ACM and Hazardous
Substances including any other rights or remedies under this

Agreement under any statute regulation or ordinance or under
any other theory of law or equity However this paragraph
shall not be construed to limit any right or remedy that
Optionee may have against any party other than Owner Optionee
specifically shall retain all rights and remedies it may have
against any person or entity other than Owner who at any time
owned or occupied the Sears Garage

jpspl49S.cL October 1991



STATE PARKING OBLIGATION

Owner and Pacific Development Inc PDI will
cooperate in efforts to obtain new parking agreement directly
between the State of Oregon State and Optionee in
replacement of the existing Parking Supply Agreement between
PDI and State State and Optionee will execute the new parking
agreement effective as of the Closing Date or other date as
Owner and Optionee may mutually approve and the existing
Parking Supply Agreement will be thereby superseded and
terminated If State requires that the parties assign the
existing Parking Supply Agreement Optionee will assume PDIs
obligations and PDI will be released or held harmless from
liability This matter shall be resolved prior to the Closing
Date for the sale of the Sears Building pursuant to the Sale
Agreement

PARTITION EASEMENTS AND RESTRICTIONS

9.1 Partition Upon the execution of this

Agreement Owner will cause mutually acceptable surveyor
licensed in the State of Oregon Surveyor to prepare legal
description for the Sears Building and for the Sears Garage
and will cause to be prepared and filed the necessary
application for governmental approvals of the partition of the
Sears Garage the costs of which will be equally divided
between the parties whether or not this transaction closes
The parties obligation to close is conditioned upon approval
of such partition by December 16 1991 subject to extension
for reasonable time period if both parties mutually agree in

writing to such extension if such approval is delayed Owner
and Optionee agree to share equally the cost of partitioning
the Sears Garage and Sears Building parcels whether or not the
transaction closes

9.2 Declaration of Easements and Covenants
Conditions and Restrictions The parties have attached or
will attach .a Declaration of Easements and Covenants
Conditions and Restrictions as Exhibit hereto which will.be
executed and recorded at or before the closing of the purchase
of the Sears Building the Declaration By attachment
hereto the parties shall have approved the form of such
Declaration and Optionee shall have approved such Declaration
as permitted exception to title

10 CLOSING

10.1 Status of Title Prorations Except as
otherwise.described in this Agreement Owner will be

responsible for paying at closing all outstanding taxes
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liens and assessments affecting the Sears Garage including
but not limited to the 1989 convention center L.I.D
assessment and vintage trolley LID All real property taxes
and all items of income and expense under the Parking Supply
Agreement between the parties will be prorated and adjusted
between the parties as of the Closing Date Owner will flg
however be required to pay and there will be no prorate or
adjustment to the purchase price for the Oregon Convention
Center Transportation Capital Improvements L.I.D and
assessments thereunder if any affecting the Sears Building
which will be borne by.Optionee

10.2 Escrow and Closing This transaction will be
closed by an escrow officer of the Title Company selected
pursuant to paragraph 3.1 the Escrow Officer at its main
offices in Portland Oregon or at such other place as the
parties may mutually select Closing shall take place in the
manner and in accordance with the provisions set forth in this
Agreement The Closing will occur in sufficient time to permit
the Escrow Officer to transfer funds to Owners account as it

may designate in writing between a.m and 10 a.m Pacific
Time on the Closing Date

10.3 Certification of Nonforeign Status Owner
warrants that Owner is not foreign person as defined in
Section 1445 of the Internal Revenue Code of 1986 as amended
and that such warranty will be true as of date of closing
Owner shall deliver to Optionee at closing Certificate of

Nonforeign Status setting forth Owners address and United
States taxpayer identification number and certifying that Owner
is not foreign person as so defined

10.4 Events of Closing Provided the Escrow Officer
has received the sums and is in position tocause the title
insurance policy to be issued as described below the purchase
will be closed on the Closing Date as follows

The Escrow Officer will perform the prora
tions described in paragraph 10.1 and the parties shall be
charged and credited accordingly

On the Closing Date Optionee shall pay to
Owner the total purchase price in cash adjustedfor the

charges and credits set forth in this section

Any liens required by this Agreement to be

paid by Owner at closing shall be paid and satisfied of record
at Owners expense
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Owner shall convey the real property to
Optionee by statutory warranty deed subject only to the
encumbrances accepted by Optionee pursuant to this Agreement

Title Company will deliver its commitment
letter committing to issue the policy described in paragraph
10.5 upon recordation of the closing documents The title
insurance premium for an ALTA extended coverage owners title
insurance policy will be treated as closing cost to be
divided pursuant to paragraph 10.4g below

The Escrow Officer will record the deed and
the Declaration referenced in paragraph 9.2

All costs title insurance escrow fees
recording fees and other customary closing costs will be split
equally between Owner and Optionee

10.5 Title Insurance As soon as possible after the
Closing Date Owner shall furnish Optionee with an owners ALTA
extended coverage policy in the amount of the total purchase
price for the Sears Garage subject only to the standard
printed exceptions of the Title Company and exceptions for the
matters accepted by Optionee pursuant to this Agreement

11 DESIGN REVIEW

The Declaration provides that Owner will have the

right of reasonable prior review and approval of architectural
plans specifications and working drawings for the initial
improvements and renovations to the Sears Building and Sears
Garage and subsequent alterations exterior remodeling
additions or reconstruction thereof or thereto excluding
interior tenant improvements and interior alterations and
changes to elevations of the Sears Building and Sears Garage
hereafter Major Work in accordance with the procedures
terms and conditions stated therein The design review rights
will not be terminated or impaired by closing of the purchase
of the Sears Garage and will survive the Closing Date

These rightsof design review may not be transferred
or assigned by Owner to any third party either as part of
transfer of the Sears Garage or other properties except as
described below These rights of design review may be
exercised only by Owner or any Owners Successor as defined
below as owner of properties in the Lloyd District in

Portland Oregon The term Owners Successor means PDI any
company which is wholly owned by PDI or PDIs majority
shareholder or PacifiCorp or any of its subsidiaries In
addition the design review rights under the Declaration shall

expire on the fifth anniversary of the Closing Date of the sale
of the Sears Building to Optionee
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12 HANDLING OF OPTION PAYMENTS

Option payments will be paid directly to Owner in
immediately available federal funds by the due date of the
Option payment

13 DISCLOSURE BY OWNER DISCLAIMER

Owner has previously made available for Optionees
review Owners records relating to the Sears Garage including
the State Parking Agreement and all documents leases and
contracts title report and easements of records relating to
the Sears Garage In addition Owner has previously made
available for Optionees review any plans and specifications in
Owners possession relating to renovation evaluation of the
Sears Garage and reports documents and/or consultant analysis
books in Owners possession relating to structural hazardous
wastes and similar matter relating to the Sears Garage As to

any reports or other materials provided or made available to
Optionee Owner is not warranting and will not .be liable or
responsible for the accuracy fitness or usability of such
reports or materials or any recommendations or conclusions
stated therein If Owner obtains actual knowledge prior to the

Closing Date of factwhich would make any of the
representations and izarranties in this Agreement false Owner
will notify Optionee of such fact Except as specifically
provided for in any other provision of this Agreement Owner
will not be liable to Optionee on the representations and
warranties in this Agreement after the Closing Date unless
Owner had actual knowledge on the Closing Date that the
representation or warranty was false and Owner failed to
disclose to Optionee the fact known to Owner which made the

representation or warranty false

14 NO JOINT VENTURE OR OTHER RELATIONSHIP

It is expressly acknowledged and agreed that no
provision of this Agreement or the parties conduct or
activities will be construed as making either party an
agent principal partner or joint venturer with the other
party or ii as making either party responsible for the

payment or reimbursement of any costs incurred by the other
party in pursuing this transaction except as expressly
provided for herein

15 FAILURE TO CLOSE AFTER OPTION EXERCISE

15.1 Owners Remedies In the event Optionee
exercises the Option but this transaction fails to close on
account of Optionees fault or inability to close the
amounts previously paid or payable to Owner as option
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consideration shall be forfeited by Optionee and retained by
Owner as liquidated damages and Optionee will pay the costs
required to be paid by it pursuant to this Agreement
including without limitation the costs specified in

paragraphs 7.1a and 9.1 and the Demolition and Additional
Remediation Charges referenced in paragraph 7.1d above arid

onehalf of the costs for remediation work specified in

Appendix which has been performed if any SUCH AMOUNTS
HAVE BEEN AGREED BY THE PARTIES TO BE REASONABLE COMPENSATION
AND THE EXCLUSIVE REMEDY FOR OPTIONEES DEFAULT SINCE THE
PRECISE AMOUNT OF SUCH COMPENSATION WOULD BE DIFFICULT TO
DETERMINE By initialling this page the parties acknowledge
and agree to such liquidated damages provision Initials of
Parties Owner ____________ Optionee ______________

15.2 Optionees Remedies In the event Optionee
exercises the Option but this transaction fails to close on
account of Owners fault or Owners inability to close Owner
will promptly refund to Optionee the option consideration
previously paid to Owner and Optionee shall be entitled to
such remedies for breach of contract as may be available under
applicable law including without limitation the remedy of

specific performance

16 GENERAL PROVISIONS

16.1 Time of Essence material consideration to
Owners entering into this transaction is .that jf Optionee
exercises the Option Optionee will close the purchase of the
Sears Garage by the Closing Date described above Except as
otherwise specifically provided in this Agreement time is of
the essence of each and every provision of this Agreement

16.2 Prior Agreements This Agreement supersedes
and replaces all written and oral agreements previously made or

existing between the parties with respect to the Sears Building
including without limitation the letter of intent between
the parties

16.3 Applicable Law This Agreement shall be
construed applied and enforced in accordance with the laws of
the State of Oregon

16.4 Survival All restrictions and conditions
which this Agreement does not require to be fully satisfied
prior to the Closing Date shall survive the Closing Date and

shall be fully enforceable thereafter in accordance with their
terms

16.5 Representations Condition of Sears Garage
Owner will permit Optionee to make its independent inspections
and investigations of the Sears Garage prior to the Closing
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Date Except as otherwise specifically set forth in this
Agreement or in the deed to be delivered at closing no
warranties guarantees or representations express or implied
have been or are being made by Owner concerning the Sears
Garage Optionees intended use or other matters and Optionee
accepts the land buildings and all other aspects of the Sears

Garage in their present condition AS IS

THE PROPERTY DESCRIBED IN THIS INSTRUMENT MAY NOT BE
WITHIN FIRE PROTECTION DISTRICT PROTECTING STRUCTURES THE
PROPERTY IS SUBJECT TO LAND USE LAWS AND REGULATIONS WHICH IN
FARM OR FOREST ZONES MAY NOT AUTHORIZE CONSTRUCTION OR SITING
OF RESIDENCE BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT
THE PERSON ACQUIRING FEE TITLE TO THE PROPERTY SHOULD CHECK
WITH THE APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT TO
VERIFY APPROVED USES AND EXISTENCE OF FIRE PROTECTION FOR
STRUCTURES

16.6 Council and Board Approvals This Agreement is

subject to Optionees obtaining its Councils approval of this

Agreement not later than ______________ 1991 and is subject
to Owners obtaining approval by its Board of Directors

16.7 Brokers Optionee at its expense will cause
the escrow officer to pay at closing the real estate brokers
commission due to Coldwell Banker Commercial Brokerage on
account of this transaction Each party will defend
indemnify and hold the other party harmless from any claim
loss or liability arising out of its own conduct made or
imposed by any other broker or agent claiming commission or
fee in connection with this transaction

16.8 Costs and Attorneys Fees In the event suit
or action is instituted to interpret or enforce any of the
terms of this Agreement the prevailing party shall be entitled
to recover from the other party such sum as the court may
adjudge reasonable as attorneys fees at trial on any appeal
of such suit or action and on any petition for review

16.9 Binding Effect This Agreement shall be bind
ing upon and inure to the benefit of the parties and their
respective heirs personal representatives successors and
assigns but no interest of Optionee under this Agreement or in

the Sears Garage will prior to the Closing Date be assigned
subcontracted or otherwise transferred voluntarily
involuntarily by operation of law or otherwise without the

prior written consent of Owner Any attempted transfer without
such consent will be null and void and constitute default by
Optionee under this Agreement

16.10 Notices Notices under this Agreement shall

be in writing and shall be effective when actually delivered
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If mailed notice shall be deemed effective on the third day
after deposited as registered or certified mail postagepre
paid directed to the other party at the address shown below

To Owner

Pacific Development
Property Inc

825 NE Multnomah Suite 1275

Portland Oregon 97232
Attention Mary Oldshue

Vice President

With copy to

To Optionee

Metropolitan Service District
2000 SW First Avenue
Portland Oregon 972015398
Attention Rena Cusma

Executive Director

With copy to

Pacific Development
Property Inc

825 NE Multnomah Suite 1275
Portland Oregon 97232
Attention Harold DeBlanc

Development Manager

Metropolitan Service District
2000 SW First Avenue
Portland Oregon 972015398
Attention Neil Saling

Director of
Facilities

Either party may change its address for notices by written notice
to the other

16.11 Waiver Failure of either party at any time to
require performance of any provision of this Agreement shall not
limit the partys right to enforce the provision Waiver of any
breach of any provision shall not be waiver of any succeeding
breach of the provision or waiver of the provision itself or
any other provision

16.12 Changes in Writing This Agreement and any of
its terms may only be changed waived discharged or terminated
by written instrument signed by the party against whom enforce
ment of the change waiver discharge or termination is sought

16.13 Indemnified Parties Any indemnification
contained in this Agreement for the benefit of party shall
extend to the partys officers employees and agents

16.14 Counterparts This Agreement may be executed
simultaneously or in counterparts each of which shall be deemed
an original but all of which together shall constitute one and
the same Agreement

16.15 Invalidity of Provisions In the event any
provision of this Agreement is declared invalid or is unenforce
able for any reason such provision shall be deleted from such
document and shall not invalidate any other provision contained
in the document
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16.16 Legal Effect THIS IS LEGALLY BINDING
CONTRACT ALL PARTIES SHOULD SEEK ADVICE OF COUNSEL BEFORE
EXECUTING THIS AGREEMENT

16.17 Confidential Information Optionee shall to
the extent permittédby the Oregon Public RecOrds Act respect
and observe the confidential nature of environmental and other
reports and information obtained from Owner concerning the Sears

Garage and if this transaction does not close return such
written reports including any copies thereof to Owner If this
transaction closes all documents furnished by Owner to Optionee
shall be considered public records

AGREED to subject to necessary Council and board
approval as stated above as of the dates shown below

OWNER OPTIONEE

PACIFIC DEVELOPMENT METROPOLITAN SERVICE
PROPERTY INC DISTRICT

By By
William Scott
President

Dated October 1991 Dated October 1991
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EXHIBIT

The legal description of the Sears Building and Sears
Garage is set forth on the attached page Separate legal
descriptions of these parcels after partitioning will beattached by the parties
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APPENDIX

REMEDIATION WORK--SEARS GARAGE

Owner Obligations to Remove or Remedy ACM and

Hazardous Substances Owner agrees to remove or remedy all ACM

or Hazardous Substances on under or associated with the Sears

Garage that are discovered by Optionee within one year of the

Closing Date that must be removed or remedied in order to

achieve compliance with Environmental Laws taking into account

the intended use of the garage by Optionee Optionee agrees

that immediately upon its discovery of any ACM or Hazardous

Substances on under or associated with the Sears Garage it

will provide written notice to Owner describing the nature and

known scope of such ACM or Hazardous Substance Owners

obligations under this Appendix are subject to the exceptions

described in paragraph below subject to the limitations set

forth in paragraph below and pursuant to the procedures

established hereunder

Exceptions Owners obligations are subject to the

following exceptions

PCB-containing light ballasts Owner is not

obligated to either remove or replace PCB-containing light

ballasts Owner is obligated however to obtain bids on the

cost of disposal of all such light ballasts Optionee will be

credited at Closing with the amount of such disposal costs

Mutually agreed upon exceptions Optionee and

Owner understand that certain remediation elements identified
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in theReports may not be necessary based on the renovation

plans ultimately adopted by Optionee The parties may

therefore by mutual consent agree to excuse Owner from

performing removal or remediation with respect to any items

identified in the Reports

Limitations

Demolition costs borne by Optionee Owner agrees

to bear the costs incurred to remove or remedy the presence of

ACM or Hazardous Substances as described above Optionee is

not to be relieved however of the costs it would ordinarily

incur in its demolition and renovation activities Thus to

the extent that Optionee obtains benefit i.e demolition

through the remediation or removal work undertaken by Owner

Optionee is responsible for the direct costs incurred by Owner

for that work together with 15 percent construction

management fee Demolition Charges However Optionee shall

not be responsible for any consultant fees incurred by Owner

associated with removal of ACM or reinediation of Hazardous

Substances Optionee agrees to pay the Demolition Charges

including the construction management fee as the work is

performed Owner shall submit invoices to Optionee for the

work performed to date and Optionee will pay within 20 days

after receipt thereof In the event of dispute as to what

costs are part of the Demolition Charges the parties will

abcept the decision of Brown Caldwell whose decision will be

conàlusive and final and binding on the parties
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Process for obtaining bids To the extent that

Optionee identifies ACM or Hazardous Substances that require

removal or reinediation pursuant to this Appendix Owner will

obtain firm bids with respect to all removal and remedial work

so identified In each case where Optionee will realize

demolition benefit from the work Owner will obtain bids that

permit the parties to determine separately the costs strictly

associated with removal or reinediation of ACM or Hazardous

Substances and those associated with the demolition or other

activity that would be required of Optionee whether or not the

material was hazardous or contained ACM

Owner Right to Terminate or Repurchase

Prior to Closing If Owner determines

prior to Closing that the EnvironmentalCosts Identified Pre

Closing defined below will exceed $100000 Owner shall have

the right to rescind this Agreement by notice to Optionee As

used in this Agreement Environmental Costs Identified Pre

Closing means total costs of removal and remedial work

performed prior to Closing if any plus the credits

established under paragraph 2.a above plus any firm bids for

removal or remedial work to be performed after Closing obtained

pursuant to paragraph 3.b above but not including Demolition

Charges In such event all option consideration paid to date

shall be refunded to Optionee and all obligations of the

parties under this Agreement shall thereafter cease unless

Optionee notifies Owner within 10 days after notification by
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the Owner of an intent to rescind that Optionee elects to

waive Owners àbligations to perform remedial work or

elects to itself fund all reinediation above $100000 and elects

to proceed to close the sale

After Closing Owners obligations under

this Appendix shall expire in their entirety one year after

the Closing Date In addition Owner shall have limited

right to repurchase the Sears Garage in lieu of pursuing

removal or remediation otherwise required by this Appendix

Owners right to repurchase is subject to the following terms

Owner shall have no right to repurchase unless its total

removal and remediation expenditures including the

Environmental Costs Identified Pre-Closing are projected

based on firm bids to exceed $100000 Owner must provide

written notice to Optionee of its interest in repurchasing

including documentation of the firm bids described in

subparagraph above and specify closing date within 30

days of such notice Within 15 days of receiving such

notice Optionee shall provide written proof to Owner of

Optionees costs to date as described in subparagraph

immediately below Within two days of receiving such

documentation Owner shall advise Optionee in writing whether

it intends to proceed with the repurchase and shall confirm the

date for closing At closing of the repurchase Owner will

pay Optionee repurchase price equal to the purchase price

paid by Optionee for the Sears Garage At the closing of
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the repurchase Owher will reimbuise Optionee for the operating

deficits interest costs plus customary operating expenses less

revenues if any incurred by Optionee from dte of closing

on the Sears Garage up until the closing of the repurchase

Such repurchase shall be accomplished in accordance with

the general provisions set forth in Exhibit hereto Owner

will have no right to repurchase if Optionee notifies Owner

within 15 days after receiving the notice described in

subparagraph above that Optionee elects to waive Owners

obligations to perform any additional removal or remedial work

beyond the $100000 of work referred to in that subparagraph

and Upon closing of the repurchase the Parking Supply

Agreement will automatically be restored to full force and

effect as if the purchase of the Sears Garage had not occurred

Performance of Work Owner may but shall not be

required to perform any removal or remedial work prior to

Closing Owner shall have the right of entry and access to the

Property after Closing for the purpose of completing the work

Owner and Optionee will mutually agree upon means of

coordinating Owners removal and remediation work with

Optionees demolition and renovation work Upon completion of

the work Owner will provide Optionee with certification by

Brown Caidwell or mutually agreed upon environmental

consultant that such removal or remediation work has been

completed and that tot the best of the consultants knowledge no

further hazard to construction workers or the Optionees
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subsequent occupants exists The cost of this update will be

equally divided between Owner and Optionee

Page 6--APPENDIX REMEDIATION WORK
APP1GAR.cln October 1991
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ADDENDUM TO SALE AGREEMENT

Environmental Assessment Cost Sharing Agreement



ENVIRONMENTAL ASSESSMENT
COST SHARING AGREEMENT

DATED August 1991

BY AND
BETWEEN Metropolitan Service District Buyer
AND Pacific Development Property Inc Seller

RECITALS

On June 26 1991 Buyer and Seller executed letter
of intent regarding the Buyers purchase of improvements and
property known as the Sears Building and option to purchase
improvments and property known as the Sears Garage
collectively referred to as the Sears Property

Buyer and Seller continue to negotiate the
purchase/sale agreement for the contemplated transaction

Both Buyer and Seller desire to initiate immediately
an environmental assessment of the Sears Property

OPERATIVE TERMS

Definitions

1.1 The term Hazardous Substance means any hazardous
substance listed or defined under ORS 465.2009 as of the
date of this agreement and shall specifically include
Asbestos-containing Materials ACM

1.2 The term Environmental Laws means all applicable
federal state county and local environmental requirements in

force and effect as the of date of this agreement and
pertaining to-the protection of the environment including air
watergroundwater soil noise and odor and including
regulations pertaining to employee exposure to hazardous
substances

Choice of Consultant

2.1 Buyer and Sellerhave mutually selected Brown
Caldwell for the task of conducting an environmental assessment
of the Sears Property the Consultant

Scope of Work/Reporting Obligations of Consultant

3.1 Consultant will perform the environmental assessment
under the direction of Seller pursuant to the agreed Scope of
Work which is attached as Exhibit Consultant will rely
primarily on the reports previously prepared by Dames Moore
dated December 1990 and January 31 1991 but will conduct



such further testing as it determines necessary subject to the
approval of Buyer and Seller Buyer and Seller agree that they
will not unreasonably withhold such approval subject to
paragraph below Consultant will provide all reports
including drafts to both Buyer and Seller Seller will advise
Buyer of all significant meetings with the Consultant and
provide Buyer an opportunity to participate if Buyer so
desires

Cost Sharing

4.1 Buyer and Seller agree to mutually share in the cost
of the Consultant whether or not the purchase/sale transaction
closes but agree that the Consultant shall be directed not to
perform more than $10000 in work without the approval of both
Buyer and Seller

SELLER PURCHASER

PACIFIC DEVELOPM PROPERTY METROPOLI

By

DL



EXHIBIT

Scope of Work

Buyer and Seller shall provide to Consultant as soon as
Consultant is retained all environmental assessments of the
Sears Property completed to date which are in the possession
and control of the parties including the Preliminary Site
Assessment dated December 1990 and the Magnetometer and Soil
Gas Survey dated January 31 1991 prepared for Buyer by Dames
Moore the Dames Moore Reports

Consultant shall review all such reports and with respect
to all Hazardous Substances on the Sears Property identified in
the Dames Moore Reports make two recommendations as to what
remediation must be accomplished to achieve compliance with the
following standards

Option 1Such remediation as is necessary to place
the building and garage in compliance with all
applicable existing Environmental Laws as those laws
would be enforced by any authorized governmental
agency on the basis and assumption that party
takes possession and occupancy of the building and
garage in their present condition with the intent to
utilize all four floors for office use Consultant
should assume that the least expensive method of
reinediating any problem cionsistent with the standard
stated above will be selected

Option 2Such remediation as is necessary to place
the building and garage in compliance with all
applicable existing Environmental Laws as those laws
would be enforced by any authorized governmental
agency on the basis and assumption that the building
and garage are being renovated as described on the
attachments hereto and that the use of the building
and garage after the renovation work is completed
will be as described on such attachments This
option shall include an estimate of the cost of
removal of all VAT located on the first and second
floors regardless of whether it is consultants
opinion that such removal is required by existing
applicable law Consultant shall also state its
opinion as to whether such removal of VAT is required
by applicable law

With respect to each remediation recommendation Consultant
shall provide an estimate of the cost to complete such work
Remediation work to the Sears Garage if any should be
separately stated compared to remediation work to the Sears

Coztshar.cL

August 27 1991



building The Consultant shall assume that the reinediation
will be completed prior to execution of Buyers renovation
plans The Consultant shall however state those costs
directly associated with the remediation separately from those
costs associated with the demolition required in order to
conduct the remediation work

Consultant shall provide an estimate of the useful life of
the existing Sears Building roof Consultant shall state its
opinion as to whether encapsulation or removal of ACM in the
roof material is required by applicable law for the roof in
its present condition Furthermore Consultant shall state
whether in connection with installation of replacement roof
encapsulation or removal of ACM in the roof material is
required by applicable law Consultant shall provide an
estimate of the cost of any encapsulation or removal of ACM in
the roof material required by applicable law Furthermore
Consultant shall provide an estimate of the cost of removal of
all existing roof material in order to install replacement
roof The estimated cost of removal of all the existing roof
material shall include separate cost estimate of all costs
attributable to removal and disposal of ACM contained in the
roof material

Consultant is to rely primarily on the Dames Moore
reports To the extent Consultant determines it needs to
undertake further testing in order to make the recommendations
required in paragraph Consultant shall propose what specific
testing it believes to be necessary Consultant shall not
proceed with that testing without the approval of Buyer and
Seller

Consultant is to complete its work and provide remediation
recommendations in report form simultaneously to both parties
by August 30 1991

Cost shar.cl

August 27 1991



EXHIBIT

Intentionally omitted

there is no Exhibit to the
Sears Garage Option to Purchage Agreement

Exh BC



EXHIBIT

DECLARATION OF EASEMENTS
AND

COVENANTS CONDITIONS AND RESTRICTIONS

be attached when approved

Exh.BC



PID will fund all remediation costs for asbestos containing materials

ACM and other hazardous wastes while Metro will fund the

corresponding demolition costs which would be part of the

renovation process iPIDII has placed limit on its post-closing
remedition liabilities by repurchase clause which may be exercised in

the face of extreme remediation costs

The Relocation Task Force has recommended the renegotiation of suitable

purchase option with PDI which includes an independent element for the garage

facility and the simultaneous preparation by Metro staff of RFQ/RFP for the

design/build renovation services The RFQ/RFP procurement method for

design/build services is innovative procurement method which has been used

successfully by several local governments in recent years The design/build

competition is two-step process which results in team approach to design and

construction

The first step is the advertised RFQ which whereby Metro solicit has

solicited statements of qualifications from interested design/build teams

The design/build team will include members from the fields of architectural design
construction and construction management From the responses Metro has

selected three qualified teams to continue participating in the RFP stage of the

competition These teams are lHloffthan Construction and TVA/Cole
BOOR/A and Anderson Construction and JHI Naifto SERA and IF

Construction

The RFP will indude basic space concept for the new Metro headquarters building
and performance specifications for the mechanical electrical and systems of the

building In addition the RFP will identify the maximum funds available for the

design and renovation of the building The three teams are given one month to

prepare their proposals They are required to submit base proposal based on the

stated space concept and performance specifications the teams may also submit

additive or deductive alternates for any element of the building

The analyses of the proposals by Metro will include technical evaluation along

with design review Upon completion of this analysis the jury will select the most

appropriate proposal for contract award Each of the three design/build teams which

submit proposal in accordance with the RFP will receive $25000 honorarium

For the two unsuccessful teams the honorarium is intended to assist in covering

the costs of preparing their proposal and for the successful team the honorarium is

deemed an initial progress payment Honorariums are typical in this type of design

competition and is intended to result in higher degree of design skill



Metro Code section 2.04.041 allows the Contract Review Board to exempt the

headquarters design/build RFQ/RFP from competitive bidding process if it finds

this alternative approach is unlikely to encourage favoritism or substantially

diminishes competition and that it is likely to result in substantial cost savings to

the agency This exemption is the subject of proposed Resolution No 91-

1507

The three selected design/build teams will submit proposals which will be judged

against the identified Metro budget for the work Price will be significant

evaluation criteria and it is expected that each proposer will aggressively solicit .and

receive sub-bids from the local contracting community thereby maintaining the

usual degree of competition at the subcontractor level In addition the RFP
includes an allowance for the tenant improvements roughly 26% of the work
This allowance will require the successful design/build team to solicit and receive at

least three bids for all elements of the tenant improvement work to conduct all bid

openings with Metro representative present and to award subcontracts to the

bidder whose bid reflects the best value at the lowest cost thus maintaining the

usual level of competition for the tenant improvement work

The design/build process is fast track method which compresses the typical

project schedule by simultaneously selecting design and construction services and by

allowing the design/build contractor to commence initial elements of the project

demolition ordering/fabrication of long-lead items while the design process of

other items is underway The construction cost savings associated with fast track

project equate to approximately 5% per year The design/build process also reduces

costs with fewer change orders because the responsibility of faulty design is shifted to

the design/build contractor

The garage purchase element provides for six 6-month options beginning in

December 1991 at an option price of $50000 per option plus no-cost option on

or before December 16 1991 The purchase price of the garage begins at

$2600000 and escalates at 5% per six-month period after December 16 1991 The

sum of the initial garage purchase price $2.6 million excluding option price of

$50000 and the Sears building $2.55 million purchase price are equal to the

previous sale agreement combined purchase price of $5150000

While acquisition of the parking garage is not requirement for the functioning of

the new Metro headquarters in the renovated Sears facility purchase of the garage

has been determined by staff to be highly beneficial to Metro from

long term parking revenues and parking asset in support of the Convention

Center and other MERC facilities The Sale Agreement contains provisions for

Metros acquisition of the parking garage at subsequent date Staff not has

prepared this time to present an analysis to support purchase decision See

xhibit such an analysis should be prepared and an early decision



reached on the purchase of the parking garage The lExecutive Officer proposes

to notify IPIDiE upon signing of the Sale Agreement that 1Atetro wishes to

execute the first nocost options Renewal of the option or purchase of

the adjacent garage will be subject to Coundi approvaL

RECOMMENDATION

The Executive Officer and the Relocation Task Force recommend approval of

Resolution No 91-1494 by the Metro Council the Contract Review Board



BEFORE THE COUNCIL OF THE

METROPOLiTAN SERVICE DISTRICT

FOR THE PURPOSE OF AUTHORIZING RESOLUTION NO.91-1494

THE EXECUTION OF SALE Introduced by Rena Cusma
AGREEMENT FOR THE ACQUISITION OF Executive Officer

THE SEARS FACILITY EXEMPTING
THE HEADQUARTERS RFQ/RFP PROCESS
FROM COMPETITIVE BIDDING PROCESS
PURSUANT TO METRO CODE 2.04.0411

WHEREAS in October 1990 the Council of the Metropolitan Service District approved

Resolution No 90-1338 which authorized the execution of sale agreement for the acquisition of

the Sears facility as the site for Metros administrative offices and authorized an alternative

procurement process for selected contracts and

WHEREAS Resolution No.90 1338 provided for due diligence period which

conditioned the closing of the sale agreement by determination by Metro of the suitability of the

Sears facility as the Metro headquarters facility and

WHEREAS upon completion of the extended due diligence efforts Metros Relocation

Task Force informed the owners of the Sears facility that the study had shown that the Sears

facility including the adjacent garage was not economically suitable and allowed the initial sale

agreement to lapse and

WHEREAS an unsolicited proposal indicated the possibility of renovation of the Sears

building excluding the adjacent parking garage as the new Metro Headquarters Building within an

economically acceptable budget and

WHEREAS the Executive Officer and the Relocation Task Force have reviewed the

proposal and recommend the execution of sale agreement attached as Exhibit provides

for the closing of the sale of the Sears facility.upon the satisfactoiy receipt and acceptance by Metro

of proposal to renovate the Sears building into Metro headquarters and for an independent series

of options to purchase the adjacent garage facility and

WIHIETRIBAS the Sears Garage Oiptiann to Picirchase Agreement Exhibit iE

provides for no-cost option between the execicitiolci of the lBtciilding Salle

Agreement and December 15 1991

WIHIIEREAS i1Ietro staff has conducted Financial Analysis of the adjacent

parking garage and determined that the acquisition of the garage is beneficial to

Metro NOW TIHIEIREIFOIUE



Metro staff at the

two step desi
1_____ __1T

nnrntini

BE iT RESOLVED

That the Council renews its selection of the Sears facility as the site for Mtros new

Headquarters Building

That the Council hereby authorizes the Executive Officer to execute the the attached Sale

Agreement and Promissory Note Exhibit for the acquisition of the Sears facility

That prior approval of the Council shall be required before the Executive Officer proceeds

to closing of the Sale Agreement

the Council hereby directs the Executive Officer to undertake fmancial analysis of

the adjacent parking garage as basis for Council decision on the acquisition of that facility

That prior approvall of thc Cocil shall irqiaird before th Eciative Officer

cecutes an Option Agreement for the adjacent parking garage which would be

applacabk for any Option peiriod subsequent to cemlber 16 1991

_r t_ ri_I T....l_ T_._..

-huht procurement REQFP process fnr the renovntinn nf the

car ouuwii uuuj

the RFQ phase of such procurement process has been completed with the

selection of three highly qualified design/build teams who would compete at the proposed RIFP

phase of the design/build procurement process and

the alternative design/build RFQ/RFP process will enable Metro to procure-a

renovated Headquarters building of high quality at reduced costs and will not encourage favoritism

or substantially diminish competition and

the design/build procurement method has been employed successfully by

other governments and is recognized as modern and innovative contracting method

adequate time for full lowest bid bid process is not available prior to the

Sears facility Owners stated deadline for the closing of the Sale Agreement

Resolution No.91 1505 acts simultaneous with this Resolution to authorized

the issuance of the desiThuild RFP and to ratify the preous issuance of the designThuiid RFQ
n.A .-.4 1- ..i.1 to continue in the desiznlbuild comnetition.1

That prior approval of the Council shall be required before the Executive



11W IT PTT1TL-1P1 PPflT .VPfl

That the Council acting as the Contract Review Board of the Metropolitan Service District

adopts the finds attached as Exhibit

That the Contract Review Board hereby exempts-the Headquarters project design/build

RFQ/RFP from competitive bidding process pursuant to Metro Code 2.04.041

1991
ADOPTED by the Council of the Metropolitan Service District this day of October

Tanya Collier

Presiding Officer

/7



REGIONAL FACILITIES COMMITTEE REPORT

RESOLUTION NO 91-1494 AUTHORIZING THE EXECUTION OF SALE
AGREEMENT FOR THE ACQUISITION OF THE SEARS FACILITY

Date October 10 1991 Presented by Councilor Knowles

CONMIIWEE REcOMMENDNrION At its October 1991 meeting the
Regional Facilities Committee voted 3-1 to reco2luuend Council

adoption of Resolution No 911494g Voting aye were Councilors

Bauer Buchanan and McFarland Councilor Gardner voted no
Councilor Knowles was excused

COMMITTEE DISCUSSION/ISSUES The Regional Facilities Committee has
considered resolutions to authorize sale agreement for the Sears
facility at each of its meetings since July It passed out
Resolution No 911494k for Council consideration at the September
12 Council meeting Prior to that meeting asbestos was found in

the bu1ding facade and the resolution was returned to committee

At the October meeting Regional Facilities Director Neil Saling
reported that Metro staff and Pacific Development had reached an

agreement on the terms of sale PDI had dropped its insistence
on the payment of interest for the period between execution of the
sale agreement and closing of the sale in exchange for Metros
agreement that closing would occur no later than December 16 1991
The other major issue that had been resolved dealt with

responsibility for building cleanup and remediation of hazardous
substances

PDI agrees to be responsible for c1enup up to $250000 estimates

of the cost of the cleanup are now in the $225000$230000 range
If asbestos or other hazardous substances are found within one year
of the closing PDI will pay up to $250000 above the original
cleanup costs If the cost exceeds that cap PDI may elect to re
purchase the property and pay back Metros earnest money and the
honoraria paid to the design/build teams our project costs up to

another $500000 and 50% of projeót costs above that amount They
will subtract from this amount the post-closing cleanup costs they
have paid Metro could elect to waive PDIs responsibility for

cleanup and do the work ourselves

Mr Saling added that the asbestos found just before the earlier

Council meeting had turned out not to be present after all

Councilor Bauer asked about standards for asbestos removal and

asked who would be liable if asbestos migrated to adjoining

properties during the removal process Mr Saling said that the

DEQ standard is 1% asbestos by weight and PDI would be liable in

case of any error He added that the removal process requires
wetting and bagging of the asbestos which limits the chance of

error such as Councilor Bauer outlined If Metro contractor

working on the building roof allowed the material to migrate we



would be responsible but Dan Cooper added that we include
insurance requirements in contracts in order to cover such
possibilities

Hr Saling said he expected the remediation to be complete by early
February the contract calls for it to be complete no later than
March 31

Councilor McFarland asked Mr Saling to list the hazardous
substances we expected to have to deal with Mr Saling listed the
storage tank pipes with asbestos wrap some fireproof ing and
vinyl asbestos tile in the floor PDI has agreed to remediate all
those things The only area Metro contractors would deal with is

the roof and PDI will reimburse us for the reinediation costs of

the roof The method to calculate the costs will be by asking for

bids for demolition only Metros responsibility and demolition
with hazardous materials remediation the difference is PDI
responsibility

councilor Van Bergen referred to meeting he attended in the

spring when staff recommended to the Building Relocation Task Force
that we disôontinue negotiations to buy the Sears Building He
wanted to know when the determination was made that the new scheme
was practical Mr Saling referred to the Finance staffs August
analysis He cited the figure of $18.5 million for the current
building purchase versus $26 million for the original proposal
The difference is in the scheme and the risk level of the two

proposals The goal was to purchase building with costs per
square foot of around $15 Staff has prepared three alternative
financing plans with varying costs

Councilors Van Bergen and Knowles discussed actions that had been
taken since the determination not to proceed with the earlier

proposal Mr Saling compared the two proposals saying the
earlier proposal was some $26 million In the meantime proposal
arose calling for development of two floors of office space and two

floors of parking which is estimated to cost $18.5 million
Councilor Van Bergen asked to be provided with copy of the

financial analysis staff had prepared He then asked to be

provided copy of any analysis of this proposal against other

proposals to furnish Metro headquarters building

Councilor Wyers asked bow this project would affect other Metro

programs Mr Saling referred to the financial analysis which

shows some of the impact on departments in terms of transfers and

excise tax increases required to pay the debt service Councilor

Wyers said her perspective was as member of the Finance Committee

coilcerned about use of the excise tax and funding for future

programs she wanted to know the effect of the Sears project on the

entire agency Mr Saling noted that Metros current building

provides 60% of the space needs identified in the space plan with

Transportations move we are now at 75% His point is that cost

increases attributable to the Sears move are driven primarily by
added space rather than cost per square foot



Councilor Knowles asked staff to reassemble information on the

agencys finances space needs and the relationship between
financing for this program and financing for programs Councilor
Wyers said she would appreciate seeing that information citing the
juxtaposition of Metros buying an $18 million building right after
raising Zoo fees

Councilor Hansen said we would not be able to find comparable
building in location so close to the Convention Center Her
question is Do we want to have Metro headquarters in this
location and if so does the money justify the move She believes
so trusting in the work of the staff and committee

Councilor Bauer asked to have the real estate consultant who
prepared the analysis of the earlier Sears proposal do an analysis
of the current proposal to determine whether we were paying fair
market value He explained that his purpose in making this request
was primarily to stthstantiate the appropriateness of our costs in

order to justify the expense to obtain financing Mr Saling said
he had comparisons of lease and purchase rates he believes the

Sears rate is acceptable and comparable to alternatives

Council Administrator Don Carlson asked Mr Saling what was the

basis for his reference to cost in the range of $16 per square
foot Mr Saling explained that Finance staff has developed three
alternative financing proposals and the ramped debt service

provides the lowest initial rate at approximately $16 per square
foot in the first year but that it is more expensive in the long
run than the other two

Councilor Van Bergen asked what it would cost to get out of the

agreement prior to the December closing date Mr Cooper and Casey
Short said it would cost $250000 in forfeited earnest money plus
$75000 in design/build team honoraria In response to Councilor
Van Bergens follow-up question Mr Cooper said that Metro would
not be forced to buy the building under specific performance
clause

Mr Saling pointed out that the resolution provides for Metro to

have two-month option on the garage at no additional cost this
is material change in the resolution from the version



METRO Memorandum
2000 First Avenue
Portland OR 97201-5398

503 221-

DATE October 1991

TO Metro Councilors

FROM Casey Short2Council Analyst

RE Information on Proposed Sears Building Purchase

Attached you will find series of memos and financial analysis
relating to Metros proposed purchase of the Sears Building
This information was included in packets distributed to the

Regional Facilities Committee earlier in the summer but was not

included in the packet for the October meeting Councilors Van

Bergen and Wyers attended tonights committee meeting and asked

to be provided with this information They specifically asked

for the financial analysis in order to assess the impact the

purchase would have on the ability to fund Metro programs

Included in the attached iriforiaation are two July memos from me

to the Regional Facilities Committee and Neil Saling and Mr
Salings responses to the questions raised in the memos the

financial analysis prepared by Finance Management Information
staff in August and two September memos from me with responses
from Neil Saling and Chris Scherer In the interest of

addressing the issues raised by Councilors Van Bergen and Wyers
please refer to Exhibits 7-9 in the financial analysis which are

attached to Mr Scherers September 11 memo

You will notice that the July memos refer to Resolution No 91-

1478 This was the earlier version of the Sears agreement later

replaced by Resolution 91-1494 the latter is on the October 10

Council agenda

Recycled r-



METRO Memorandum
2000 SW First Avenue
Portland OP 972Ol.3Us

503.22l.lt4

DATE September 11 1991

TO Neil Saling Director of Regional Facilities

FROM hris Scherer Financial Planning Manager

RE RESPONSE TO FINANCIAL ISSUES RAISED IN CASEY
SHORTS SEPTEMBER 1991 MEMORANDUM REGARDING
THE SEARS PURCHASE AGREEMENT

As requested we are providing information related to the
captioned memo from Casey Short

Issue Should the Council commit to program of purchase and
renovation without knowing what the project is going to cost

Project costs have been estimated by Metro staff and are included
in the August 13 1991 Financial Analysis of Headquarters
Building Purchase and Renovation the Report prepared by the
Finance and Management Information Department Although these
estimates are subject to modification they have been prepared on
the basis of analysis performed by Metros architectural and
construction consultants and provide an order of magnitude
benchmark on cost information Although we would expect that the
actual costs of the Project would be somewhat different from
those currently estimated we are confident that the estimates
provide sufficient information for analysis and decisionmaking
The Report contains the following breakdown of costs

Cost of the Project $15321000

Cost of the Project with Financing Costs $18568000

Total Bond Size $17441000

Issue What are the financial effects of the increased costs
related to the headquarters building purchase and renovation on
Metro departments

Mr Shorts memo states that the Report does not include specific
figures on the annual costs to Metro departments or information
on the effects of these increased costs on department operations
Exhibits 7A 8A and 9A specifically show estimated transfers to

cycled Paper



Neil Saling
September 11 1991

Page

Metro departments resulting from the headquarters building

purchase and renovation Exhibits 7B 8B and 9B attempt to

illustrate the effect of these increased transfers on Metros
various revenue sources We have attached these Exhibits for

reference

Issue Is it appropriate to increase central costs to

departments which already have financial problems and do these

increases affect our ability to find long-term solutions to their

problems

We have provided fact-based report for the Executive Officer

and the Council to use in their decisionmaking process We

will however point out that Metros growth has resulted in the

need for additional space Satisfying this need will inevitably
result in increased central costs to departments regardless of

the location of such space Any longterm solution to Metros

funding problems must take Metros growth pattern and space

requirements into consideration

Issue How should the debt service be structured

The Report contained information relating to three alternatives

for structuring debt service-level debt service variable debt

service and ramped debt service The purpose of showing these

alternatives was to inform the Council and Executive Officer of

the various options for financing currently under consideration

by staff and Metros financial consultants Other options that

are also under consideration include interest rate swaps
different style of ramped debt service and other innovative debt

instruments currently available The decision as to which

financing method is ultimately selected for implementation is

subject to current financial market conditions the

appropriateness of each alternative relative to Metros existing
debt and the advice of Metros financial consultants

It is inappropriate at this time for the Finance and Management
Information Department to provide recommendation on financing
structure When all relevant information is available we will

evaluate the alternatives in consultation with our advisors and

select that alternative that is most appropriate in light of the

considerations listed above The Council will have the final

determination on financing structure when it approves the master

and supplemental ordinances related to the financing prior to

execution of the bond purchase agreement



Neil Saling
September ii 1991
Page

Issue Mr Short asked that information related to the annual
cost and total cost of each financing alternative be provided
They are as follows

Annual Cost thousands

Level Variable Ramped

199495 1345 1206 861
199596 1345 1206 891
199697 1345 1206 921

199798 1345 1206 .953

199899 1345 1206 986

199900 1345 1275 1149
200001 1345 1275 1188
200102 1345 1275 1229
200203 1345 1275 1272
200304 1345 1275 1316
200405 1345 1345 1361
200506 1345 1345 1408
200607 1345 1345 1456
200708 1345 1345 1507
200809 1345 1345 1559
200910 1345 1416 1612
201011 1345 1416 1668
201112 1345 1416 1726
201213 1345 1416 1785
201314 1345 1416 1847
201415 1345 1488 1910
201516 1345 1488 1976
201617 1345 1488 2045
201718 1345 1488 2115
201819 1345 1488 2188
201920 1345 1562 2263
202021 1345 1562 2342
202122 1345 1562 2422
202223 1345 1562 2506

Total cost 39005 39894 46461

Present value 16193 15800 16174



Neil Saling
Septenther 11 1991

Page

Issue Why are projected maintenance costs lower than the costs

for our current building

Projected operating costs are not lower than the costs for our

current building The operating cost per square foot use in the

Report was calculated on the basis of actual costs for FY 1989-90

$4.34 per square foot adjusted for inflation It is likely
that the maintenance costs for the new building will be lower

because of new and more efficient building systems Therefore
we believe the costs shown in the Report are sufficiently
conservative



Exhibit 7A

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

AlternatIve Level Debt Service

Transfer to Building Management Fund

FIscal Years
Budget
1991-92 1994.95 1999-2000 2004-05 2009-10 2014-15 2019-20 2023-24

Solid Waste 271.507 458000- 486000 516000 553.000 601000 662.000 740000

General Government 68.208 286000 305000 323000 346000 376000 415000 463000

Transportation Planning 165728 284000 301 .000 320000 343000 373000 10.000 459.000

Planning and Developme 93520 182000 194000 206000 220000 240000 264.000 295.000

MERC 33245 199000 212000 224000 241000 262000 288.000 322.000

Zoo 37675 85000 90000 96000 103000 112.000 123000 137.000

669.883 1494000 1588000 1685000 1.806000 1.964.000 2.162.000 2.416.000

incluae Su1oIt Service costs
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Exhibit 76

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLlTAN SERVICE DISTRICT

AlternatiVe Level Debt Sorvio

Effect on Enterprise Revenues and Excise Tax

Budget
FIscal Years

1991.92 1994.95 1999.2000 2004-05 2009-10 2014-15 2019-20 2023.24

SOLID WASTE TIPPING FEES

Estimated tonnage 1.200000

Increased building costs 228000 261000 297000 342000 399000 472.000 565.0

Increase in tipping lees $0.19 $0.22 $0.25 $0.29 $0.33 SO 39 SO 47

MERC REVENUES

Budgeted revenues 1991.92 16447000

Estimated revenues 17.972000 20835000 24.153.000 28000.000 32.460.000 37.630.000 39.92 1.00C

increased building costS 166000 179.000 191.000 208000 229.000 255.000 289.00

increase as percenIge of revenues 0.92% 0.86% 0.79% 0.74% 0.71. 068c 72

ZOO REVENUES

Budgeted revenues 11973793

Estimated revenues 13084000 15.168.000 17.584000 20385000 23631.000 27.395000 29.064.00

Increased building CostS 47000 52000 58000 65000 74.000 85.000 99.00C

Increase as percentage of revenues 0.36% 0.34% 0.33% 0.32% 0.31% 31%

EXCISE TAX

Increased building costs 268000 292000 318.000 349000 391.000 443.000 510.000

increase in Excise Tax revenue 23000 26000 28000 32000 370O0 42.000 50.000

Net increase in Excise Tax requirement 245000 266000 290000 317000 354000 401.000 460.0OC

Increase in Excise Tax percentage 0.32% 0.34% 0.38% 0.41% 0.46% 0.52% 611

Includes increased Solid Waste costs and allocable portions of Transportation Planning and Planning and Development costs

Assuming rOvonUes increase at 3% per year

Includes incetSed costs for general government and allocable portions of Transportation Planning and Planning and Development costs



ExhibIt BA

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

AlternatiVe VarIable Debt Service

Transfer to BuIldIng Management Fund

Budget
Fiscal Years

1991.92 1994-95 1999-2000 2004-05 2009-10 2014.15 2019-20 2023-24

Solid Waste 271507 415000 465000 516000 575000 645000 729000 806.000

General Government 68208 260000 291000 323000 360000 404000 456.Q00 505000

Transporlatlon PlnninCj 165728 257.000 288.000 320000 356000 400.000 452000 500000

Planning and Deelopnw 93.520 165000 185000 206000 229000 257.000 29000 3210C

MERC 33245 181000 202000 224000 250000 281.000 317.000 351000

Zoo 37675 77000 86.000 96000 107000 120.000 135.000 150.001

669883 1.355.000 1517000 1.685000 1.877000 2.107.000 2.379.000 2.6330U



Exhibit 8B

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Alternative VarIable Debt Servco

Effect on Enterprise Revenues and Excise Tax

Budget
Fiscal Years

1991-92 1994-95 1999-2000 2004-05 2009-10 2014-15 2019-20 2023.24

SOLID WASTE TIPPING FEES

Estimated tonnage 1200000

increased building costs 176000 236000 298000 368000 452.000 553000

ncrease in tipping fees $0.15 $0.20 $0.25 $0.31 $0.38 SO 46

MERC REVENUES

Budgeted revenues 1991.92 16447000

Estimated revenues 17972000 20835000 24153000 28000000 32460000 37.630.000 39921

Increased building costs 148.000 169000 191000 217000 248.000 284.000 318

Increase as percentage of revenues 0.82% 0.81% 0.79% 0.78% 0.76% 75

ZOO REVENUES

Budgeted revenues 11973793

Estimated revenues 13084000 15168000 17584000 20385000 23631000 27.395.000 29.0G4

Increased building costs 39000 48000 58000 69000 82000 97.000 112

Increase as percentage of revenues 0.30% 0.32% 0.33% 0.34% 035% 0.35%

EXCISE TAX

increased buildir.çJ costs Ic 239000 282000 326000 376000 436.000 508.000 5Th

Increase in Excise Tax revenue 19000 24000 28.000 34000 41000 49.000

Net increase in Excise Tax requirement 220000 258000 298000 342000 395000 459000 519

Increase in Excise Tax percentage 0.28% 0.33% 0.39% 0.44% 0.51% 0.59

iciudes increased Solid Waste costs and allocable portions of Transportation Planning and Planning and Development costs

Assuming revenues increase at 3% per year

Includes increased costs for general government and allocable portions of Transportation Planning and Planning and Development cost



Exhibit 9A

BUILDI.NG MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND

METROPOLITAN SERVICE DISTRICT

Alternative Ramped Debt Service

Transfer to Building Management Fund

RENOVATION

Solid Waste

General Government

Transportation PInning

Planning and Dovebirnt

MERC
Zoo

1994-95

341000

214.000

211000

136.000

148000

63000

669.883 1113000

Budget
Fiscal Years

1991-92 1999-2000 2004-05 2009-10 2014-15 2019-20 2023-24

271507 458000 553000 667000 806000 975000 1127000

68.208 287.000 346000 417000 505000 611.000 706000

165728 284000 343000 413.000 500000 604Q00 699.001

93.520 183000 220000 266000 321000 389.000 449000

33.245 199000 240000 290.000 351000 424000 490.000

37675 85000 103000 124000 150000 181000 .209.0O

1496000 1805000 2177000 2633000 3184.000 3680.00

TcIudes allocable Support Service costs



Exhibit 9B

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Alternative E3calnted Debt Service

Effect on Enterprise Revenues and Excise Tax

Budget Fiscal Years

1991.92 1994-95 1999-2000 2004-05 .2009-10 2014-15 2019-20 2023-24

SOLID WASTE NC EE
Estimated tonnc 1.200.000

increased butdin9 costs 88000 228000 342000 479000 .645000 848000 1030.030

Increase in tipping lees $0.07 $0.19 $0.29 $0.40 $0.54 $0.71 SO

MERC REVENUES

Budgeted revenues 1991.92 16447000

Estimated revenues hI 17972.000 20.835000 24153000 28.000.000 32460000 3.7630.000 39.92 1.00

Increased building costs 115.000 166000 207.000 257.000 318.000 391.000 457.O0

increase as percentage of revenues 0.64% 0.80% 0.86% 0.92% 0.98% 1.04/o

ZOO REVENUES

Budgeted revenues 11 .973793

Estimated revenues 13.084000 15168.000 17584000 20385000 23.631.000 27.395000 2904.3O

Increased building costs 25000 47.000 65000 86000 112.000 143.000

Increase as percentage of revenues 0.19% 0.31% 0.37% .0.42% 47 0.52

EXCISETAX

increased building costs cI 168.000 251000 313.000 396000 497.000 620.000 723.0

Increase in Excise Tax revenue 12.000 23000 32000 43000 56.000 72.000 81.OOu

Net increase in Excise Tax requirement 156000 228000 281000 353000 441000 548.000

Increase in Excise Tax percentage 0.20% 0.30% 0.36% 0.46% 0.57% 0.71/o

Includes increased Solid Waste costs and allocable portions of Transportation Planning and Planning and Development costs

Assuming revenues increase at 3% per year

Includes increased costs for general government and allocable portions of Transportation Planning and Planning and Development cost



STAFF REPORT AMENDED

CONSIDERATION OF RESOLUTION 91-1494 FOR THE PURPOSES OF
AUTHORIZING EXECUTION OF SALE AGREEMENT FOR THE
ACQUISITION OF THE SEARS FACILITY EXEMPTING THE
HEADQUARTERS RFQ/RFP PROCESS FROM THE COMPETITIVE BIDDING

PROCESS PURSUANT TO METRO CODE 2.04.041

Date October 1991 Presented by Neil Saling

FACTUAL BACKGROUND AND ANALYSIS

At its October 11 1990 meeting the Metro Council approved Resolution No
90-1338 authorizing the Executive Officer to execute sale agreement for the Sears

facility and the adjacent parking structure The sale agreement provided for due

diligence period during which Metro employed various consultants to study the

suitability of the Sears facility as the new Metro headquarters location Upon the

conclusion of the initial 67 day due diligence period three areas of potential risk

were identified These were excess space to be leased at the renovated Sears

facility and the present Metro Center uncertain financing climate and higher

than anticipated project costs Staff recommended extending the due diligence

period

By Resolution No 90-1357 the Council authorized the amendment of the sale

agreement by extending the due diligence period until April 30 1991 The purpose
of the extension was to allow time to more fully review the potential risks and to

allow more informed decision final report made to the Relocation Task Force

on March 22 1991 indicated that progress were made in two of three areas of

concern Specifically significant advances had been made in regards to the pre

leasing activity at both the renovated Sears facility and at Metro Center and the

financial market had become more stable However project costs had not been

lowered significantly

The Relocation Task Force determined that the estimated project costs were too

great to justify continuing with the proposed development scheme and allowed the

April 30 1991 deadline of the sale agreement to lapse

An unsolicited proposal from Bill Naito identified development scheme which

has the potential to reduce the Metro headquarters project costs significantly The

modified development scheme would reconfigure the lower two levels of the Sears

facility for parking and would make acquisition of the adjacent garage an



METhO Memorandurn
2000 SW FiTst Aenue
PortLand.0R972O1-5398

503r221.146

DATE July 1991

TO Neil Saling

FROM Casey ShortC-

Resolution 1o 911478 Sears Agreement

have several questions to ask regarding the proposal to

purchase the Sears facility for which Resolution No 911478
would conunit $250000 innonrefundable earnest money Some of

these are included in my July memo to the Regional Facilities

Committee but there are others that did not have time to

include in that memo Please do what you can to be prepared to

discuss the questions in both memos .at the July committee

meeting

Questions from the Staff Report

What is the breakdown of costs used to arrive at the

estimated project costs of $14.5 to $15.2 million

What is included in the $16.50 per square foot rate cited.in

the staff report Does it include the semi-annual $50000 option

payment for the garage If the annual cost calculation included

these option payments and operating costs which were equal to our

current Metro Center operating costs how would these affect

the rate per square foot

Please clarify the garage purchase element referred to on

page As understand it the escalating purchase price for
the garage would translate to the following effective purchase
prices for each six month period please confirm accuracy

10115/91 /14/92 $2600000
4/15/92 10/14/92 $2730000
10/15/92 4/14/93 $2866500
4/15/93 10/14/93 $3009825
10/15/93 4114/94 $3160286
4/15/94 10114/94 $3318300

Regarding the $50000 semiannual option fee is any of this

money refundable if Metro decides not to buy the parking garage
What will be the Councils role in determining whether to

continue the option payments buy the garage or terminate the

option will Council authorization be required every six months

.-J-1e



Sears Purchase Issues
July 1991
Page

questions from the Letter of Intent

Option Sears Building and Land $2550009

Close Why was the date for payment of the $2.3 million

balance moved from December 15 to October 15

Hazardous Waste This section needs further clarification

What are direct costs for removing any hazardous waste and

what are indirect costs If the costs exceed $250000 what

are Metros alternatives If PDI terminates the offer because

the direct costs of removing the waste exceed $250000 will

Metros earnest money be refunded Is the $250000 ceiling for

the entire facility including the garage or is there

$250000 ceiling -for each part of the facility At what point

would Metro have to make final decision whether to cover direct

costs above $250000 when costs exceeded that .amount even
though final costs were not yet known when the final costs had

been determined when an estimate is made or at some other time

Who defines hazardous waste or hazardous materials Both
are used in the letter

Parking My reading of the parking agreement leads me to the

following understanding please confirm or correct
Metro will construct some 220 stalls in the main building as

part of the building renovation In addition Metroy lease up

to 100 stalls in the garage at any time following our occupancy
of the building The rate shall begin at $56/month/stall with

10% annual limit on rate increases for years If Metro does

not buy the garage we lease up to 100 stalls for an

additional years with three fiveyear options If we remodel

the Grand Ave parking area we may add another 100 stalls in the

garage at the same monthly rate
How would the parking rate for the 7year extension be

determined Would the stalls in the garage be used for employee

parking visitor parking or other Would Metro receive revenue

from this parking Who would set the rate for the end user and

how would that rate be determined

Option Garage Facility

State Parking Requirement Please explain why there is

variance of $5 per stall depending on inanagement

Supplemental Questions How many parking stalls are in the

garage What is PDIs arrangement with the State for parking
What are the revenue projections for the garage Is Metro

expected to make money on the garage if purchased



Sears Purchase Issues

July 1991
Page

questions from the Addendum

State Parking Obligation Please explain the nature of the

obligation and Metros potential obligations liabilities and

revenues under the arrangement

10 0CC Transportation Capital Improvements What is the cost

of assuming the applicable portion of the LID annual cost and

term Have those costs been included in the estimate of annual

costs for the facility

11 Hazardous Waste PDI may elect to decommission underground

tanks in place Will Metro have any binding voice in this

decision Why will Metro share the cost of environmental

testing if for any reason other than to ensure the objectivity

of the tests How much is such testing estimated to cost
Please clarify the statement The parties will approve

before closing based on the testing and bids obtained by Seller

specific scope of work and charge to Seller for any such

remediation work emphasis added Does this effectively limit

PDIs obligation to pay for the complete remediation work What

happens if there is more remediation required than was originally

anticipated who is responsible to pay for it and what are

Metros options
Does the handwritten amendment The deposit shall be

refunded to Purchaser if the transaction terminates pursuant to

the foregoing refer to the $250000 earnest money

Other Questions

12 Do you anticipate MERC moving its offices to the Sears

facility If so what will bethe cost to MERC and how will the

vacated office space at the Convention Center be used How would

costs to Metros other departments be affected with MERC in or

out of the Sears facility In any case has the matter been

presented to/discussed with the MERC CornniissiOfl

13 At the June meeting of the Building Relocation Task Force
there was mention of Metro contributing to gateway project
which would mark entrance to the Lloyd district There is no

mention of this in the materials submitted What is the status

of this and what would the cost be

14 How is the project proposed to be financed Will any

adjustments to the 9192 budget be required and if so what will

they be

15 Is it possible to provide drawings of the proposed
renovation for the committee and Council



Sears Purchase Issues
July 1991
Page

16 After renovation what will be the buildings capacity to
withstand an earthquake

17 Earlier discussions of the proposal included provision for

day care center Is this included in the latest plan

16 Have we received appraisals of the Sears building and land
and the parking garage If so how do they relate to the

$2550000 and $2600000 prices for the facilities

cc Metro Council
Executive Officer
Don Carlson
Bent Stevenson
Jennifer Sims



FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING
PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Prepared by
Finance and Management Information

Regional Facilities

August 13 1991



FINANCIAL ANALYSIS OF hEADQUARTERS IIUILWN

Executive Summary

Background

The Metro Executive Officer has been in negotiations
with Pacific Development Inc PDI

for the purchase of the former Sears department store building in northeast Portland It is

intended that the building be renovated and converted to new Metro headquarters An

agreement in principal
has been reached on Sales Agtcement Currcnt Proposal This

Sales Agreement and the planned renovation program is.significantly altered from the

agreement and renovation contemplated earlier in 1991 the Initial Proposal The table

below shows the key differences

Item Initial Proposal Current Proposal

Rentable square feet 140000 76000

Usable square feet 129000 69.100

Parkingspaces
580 220

Parking/lOGO sf 2.4
3.4

Total project cost w/o financing $21.3 million $15.3 million

Bond amount w/financing $25.8 million $17.4 million

and reserves

Real estate cost
$5.15 million $2.55 million

Building Garage Building only

Rate level 1st yr $28/sq ft $21.88/sq ft

Rate ramped 1st yr $23/sq ft $16.50/sq ft

Sates Agreement

As stated above the sales price for the building not including the parking garage is $2.55

million The anticipated closing date is December 1991 The Sales Agreement includes

an option to purchase the adjacent parking garage for $2.60 This option can be renewed

each six month periods for payment of $50000 per period At each renewal peridd the

price for the garage will increase by 5.0%

The Project

The renovation program will convert the top two floors of the building into 76000 square

feet of office space The basement and ground floorof the building would be used for

parking and provide approximately 220 spaces Long-term Metro growth beyond 76000

square feet could be accommodated by converting the ground floor to office space The

current Metro headquarters contains 43.000 of office space and includes 117 parking

spaces for employees tenant visitors loading and fleet requirements

Total Project costs are estimated at $15321000 Of this total it is currently assumed that

$14701000 would befinanced through thesale of revenue bonds and that $62000

would be financed through Metro cash flow Metro intends to develop Request for

Proposal to constnjct the Project It is assumed that the Project would be complete

approximately one year after awarding the design build contract

Pigc



FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING

Financing and Debt Scrvke

It is assumed that Metro would issue General Revenue Bonds to finance the majority of the

Project These bonds would be secured by departmental imerfund transfers related to the

occupancy of space in the new headquarters facility The total bonding amount of

$17441000 provides for $15.3 million in real estate purchase and construction costs and

$3247000 in financing costs including $1449000 deposit as areserve for debt service

net of $507000 in interest earnings on bond proceeds during the period of construction

lhrce alternative financing alternatives are under study an alternative using level annual

debt service an alternative using variable debt service and an alternative in which

debt service payments are purposely ramped each year to simulate rate of inflation.

Under these alternatives it is estimated that the first yçars debt service would range from

$861000 to $1345000 and the final yeafs debt service would range from $1345000 to

$2506000 Final determination on financing alternatives will be made by the financing

team comprised of Bond Counsel General Counsel Metro Financial Planning staff the

underwriters and Metros Financial Advisors

Operating Costs

Operating and maintenance expenses for the new building have been projected on the basis

of our actual experience in the current Metro Center Our current cost per square foot is

approximately $5.00 This amount has been adjusted for inflation and somewhat modified

in anticipation of lower maintenance costs related to new building systems and utilities

Capital outlays are assumed to average $25000 per year adjusted for inflation

Contingency is set at 5% per year during FY 1994-95 the first full year of occupancy and

1.5% in the remaining years

Space Program

The space program for the new headquarters building has been developed in consultation

with Metro Regional Facilities staff by BOOR/A Department plans have been developed

on the basis of current and anticipated growth in personnel over the next several years The

programmed usable square feet allow approximately 7000 square feet for future growth

Rates Per Square Foot

Rates per square foot for selected years
for each of the three financing alternatives are as

follows

FY 94/95 FY 99/00 FY 09/10 FY 23/24

Alternative $21.88 $21.42 $24.58 $33.42

Lcvcl debt service

Alternative $19.87 $20.49 $25.52 $36.30

Variable debt service

Altemalivc3 $16.50 $20.32 $29.64 $50.38

Ramped debt service

Page



FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING

Bccause costs associated wnh purchase and installation of furnitures and fixtures are

typically not used in calculating rental rates in leasing situations thcse costs have not becn

included in the calculation of the rates shown above

Affordability

Increases in building costs above Menos current payments will affect both required

enterprise revenues and excise taxes Under each of the three financing alternatives iirst

year costs will increase as follows Alternative $630000 Alternative S503000

Alternative $290000

Approximately $254000 of the increases in costs is attributable to increases in space The

amounts attributable to increases in the rate per square foot range from $36000 to

$376000

The affect of these increases in building costs on enterprise revenues and excise taxes can

be approximated within certain limitations Generally the increased costs would comprise

less than one percent of the enterprise revenues of the Zoo or MERC require as low as

$0.01 and as high as $0.05 increase in Solid Waste tipping fees in the first year of

occupancy and an increase in excise taxes ranging from $71000 to $226000 in the first

year of occupancy The required increases could be somewhat less depending on increases

in enterprise activity tons of solid waste delivered numbers of Zoo visitors numbers of

MERC events

ltgc



FINANCIAL ANALYSIS OF UEAIQUARTERS BUILDING

CAIITAL COSTS

Exhibit Estimated Project Costs

Exhibit Estimated Financing Plan

Exhibit Estimated Annual Debt Service

Key Assumptions

Project costs Costs to be financed include real estate costs project management costs the

costs of conStrUCtiOn and other costs including furniture and fixtures and art Non-

financed costs include broker fees relating to leasing of 2000 SW First Avenue Metro

project administration and due diligence costs portion of these costs may be eligible for

reimbursement financing Proceeds related to reimbursement of previous expenditures

could be used to fund certain required reserve accounts This issue is undergoing

evaluation by Bond Counsel

Costs for furniture and fixtures $1200000 are included in this analysis These costs

have not been included in previous analyses presented to the Council or Relocation Task

Force

Financing Plan It is assumed for the purposeS of this analysis that Metro funds will be

used for non-financed costs Assumptions for interest rates capitalized interest period and

bond amortization period are included on Exhibit

Annual Debt Service Three financing options are under consideration by the Finance and

Management Information Department These options are under review by Metros bond

counsel and financial advisors.-

Alternative It is assumed that debt service would be level throughout the 29 year

amortization period

Alternative It is assumed that bonds are issued ata variable rate The effective rate

including letter of credit and related costs is assumed to be 1% lower than the financing

rate 7.2% Ii is further assumed that the interest rate increases .5% every five years

Alternative It is assumed that the bond maturities have been structured to provide lower

debt service in the first fifteen years of tfie amortization period and increasing amounts

during the remaining years

Pige



Exhibit

ESTIMATED PROJECT COSTS
FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOUTAN SERVICE DISTRICT

Estimated costs to be financed through revenue bonds

Real estate

Purchase of land and building
2.550.000

Brokers fee
188000

2738.000

Project management
Design services

soooo

Hook-up charges
oooo

Permits
no.000

Printing

15.000

Utilities

Taxes
80.000

Owners contingency
500000

1.285.000

Construction

Renovation/flew construction
6.800.000

Tenant improvements
1800000

Contingency
680000

Telephone/data winng
130.000

9.410.000

Other

Furniture and Fixtures
1.200.000

Art 1% of construction
68.000

1.268000

Total to be financed
14.701000

Estimated costs not included in bond financing

Brokers fees related to leasing of 2000 SW 1st Avenue 130000

Project administration Metro 340000

Due diligence
150.000

Total not Included in bond financing
620000

Total Project costs 15321000

8/13/91



Exhibit

ES11MATED FINANCING PLAN

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOUTAN SERVICE DISTRICT

Sourves

Revenue bonds
17.441.000

Metro funds
620.000

Interest income

Construction Account
336000

Reserve Account
104.000

Debt Service Account for capitarized interest
67000

507000

18.568000

Uses

Total eroject costs

15321000

Reserve Account deposit

1449.000

Capitalized interest

.449000

Issuance costs

349000

18568000

Assumptions

Interest rates

Short-term
620%

Long-term
7.20%

Period of construction year

Amortization period
29

Issuance costs
2.00% of total bonds

8/13/91



ExhibIt

ESTIMATED ANNUAL DEBT SERVICE

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

FIscal Years

1994.95 1999.2000 2004.05 2009.10 2014.15 2019.20 202324

ALTERNATIVE level debt service $1345000 $1345000 $1345000 $1345000 $1345000 $1345000 $1345000

ALTERNATAIVE2 variable irtteresttate $1206000 $1275000 $1345000 $1416000 $1488000 $1562000 S1562000

ALTERNATIVE ramped debt service $861000 $1149000 $1361000 $1612000 $1910000 $2263000 $2506000

Note Debt service amounts are net of interest earned on Reserve Account balances

First full year of debt service

Msuming the followng effective rate

Years through 6.20%

Years through 10 6.70%

Years 11 through 15 7.20%

Years 16 through 20 7.70%

Years 21 through 25 8.20%

Years 26 through 29 8.70%

Debt service carries basic interest rate but principal payment Is delayed to provide escalating debt service

payments that are estimated to generally track inflatIon



FINANCIAL ANALYSIS OF hEADQUARTERS BUILDING

OPERATIN COSTS

Exhibit Oerating and Maintenance Expenses

Capital outlays

Contingencies

Key Assumptions

Operation Maintenance Expenses The operation and maintenanCC expenses per square foot

has been calculated on the basis the total building costs during the most recent fiscal year

for which there is complete available data FY 1989-90 This amount has been escalated at

5% per year during each year shown in the analysis

Capital outlays It is assumed that capital outlays would average $25000 per year The

amounts shown on Exhibit have been adjusted for 5% inflation

Contingencies Contingency is set at 5% during FY 1994-95 and 1.5% in the remaining

years

Page
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ExhibIt

OPERATING COSTS AND REVENUES

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Calculated on the basis of most recent Fiscal Year cost per square foot Inflated at 5% per year

AssumIng 5% annual Inflation

Assuming 5% of expenses and capital outlays in first year and 1.5% thereafter

Assuming 175 revenue-generating spaces Charges would be $60 per month subject to 5% annual Inflation

Operating costS

Operation
and maintenance expenses

Capital outlays

Contingencies

Total

Operating revenues-parking

FIscal Years

1994.95 1999.2000 2004-05 2009-10 2014.15 2019-20 2023-24

334000 466000 595000 759000 969000 1237000 1579000

25000 32000 41000 52000 66000 84000 107000

18000 7000 10000 12000 16000 20000 25000

377000 505000 646.000 823000 1051000 1341000 1711000

124000 158000 202000 258000 329000 420000 536000

S/13/1



FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING

SPACE PROGRAM

Exhibit Current space
Department request

Allocation of common area

Key Assumptions

The space program was prepared by BOOR/A Metros architect consultation with

Metro Headquarters Project staff Current department requests have been madc on the

basis of current and anticipated growth in personnel over the next few years Usable

square feet in the headquarters building will total approximately 70.000 thereby allowing

7000 feet for further growth

Page 10



Exhlbft5

SPACE PROGRAM
FiNANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOUTAN SERVICE DISTRICT

Proposed space

Current Department Allocation ot

apace request common area Total

General government

Executive management 1.104 2.285 878 3.163

Council 1.032 1.456 559 2015

Council Chamber 1.296 2.000 768 2.768

Facilities developmentconstrUctiOfl 1.044 1.735 667 2.402

4.476 7.476 2872 10.348

Transportation Planning 9.100 7.085 2.722 9.807

Planning and Development 3.528 4.410 1.694 6.104

Solid Waste 7394 6250 2.401 8.651

MERC 3.795 1.458 5.253

20.022 21.540 8276 29816

Support Services

Legal 1440 1695 651 2346

Public Affairs 2472 3.980 1.529 5509

Personnel 1584 1250 480 1.730

Financial Planning/Office Services 2.844 3175 1220 4395

Accounting 2.041 3235 1243 4478

Information Systems 1.575 2.355 905 3.260

Procurement 558 560 215 775

Facilities Management 1.456 425 163 588

13970 16675 6407 23082

Common area

Shared space 5.227 10220

Day care 4.035

Building services 344 900

General storage 396 2400

Archives 216

Circulation 33 12 --

Common Subtotal 9495 17555

Total 47963 63246 17555 63246

8/13/9



FINANCIAL ANALYSIS OF IIEADQUARTEIS IIU1LU1I

RATES AND AFFORDABILITY

Exhibit Rate per Square Foot

Exhibit 7A 8A 9A Building Management Fund Transfers

Exhibit 7B1 8B 9B Effect on Enterprise Revenucs/Excise

Graph Components of Building Cost Increase

Graph Comparison of Rates

Key Assumptions

Rate per Square Foot- Estimated rates per square foot for the headquarters building are

shown for each of the three financing alternatives on Exhibit Rate requirements include

operating costs and debt service These costs are netted against parking revenues to

determine the net requirement This amount is divided by the occupied square feet in the

building to determine the rate per square foot paid by departments for occupancy

Transfers to Building Management Fund Exhibits 7A SA and 9A show the transfers to

the Building Management Fund required by each operating department under each

financing option The amounts shown include Support Service building costs allocated on

the same basis as that shown in the FY 1991.92 Approved Budget

Effect on Enterprise Revenues and Excise Tax Exhibits 7B SB 9B show the effect of the

increased building costs on certain enterprise revenues and Metroexcise tax The

calculation of Solid Waste iippin fees provides for increased building costs related to Solid

Waste occupancy of space and the allocable costs of Transportation Planning and Planning

and Development The calculation of excise tax provides for increased building costs

related to increases in General Government occupancy of space and the allocable costs of

Transportation Planning and Planning and Development

Limitations of the analysis

The increase in tipping fees has been calculated on the basis of currently budgeted

tons of solid waste It can be assumed that this amount will increase in the future

MERC and Zoo revenues are projected
to increase at 3% per year No attempt has

been made to accommodate possible changes in MERC revenues related to

construction of the new arena revenue measures implemented to fund deficits at the

Civic Stadium and the Portland Center for the Performing Arts Similarly no

attempt has been made to anticipate any revenue adjustments related Zoo revenue

increases to alleviate potential future shortfalls in funding

The amount of excise tax revenues collected is dependent on revenues of other

departments This analysis holds other department revenueS constant except to the

extent that increased revenue requirements related to increased building costs affect

department earnings Growth in department earnings would lessen the effect of

increases in excise tax shown on the Exhibits

Page 12



Exhibit

RATE PER SQUARE FOOT

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT FIscal Y.ars

1994.95 1999-2000 2004.05 2009-10 2014-15 2019-20 2023-24

ALTERNATIVE LEVEL DEBT SERVICE

Requirements

Operating costs 377000 505000 646000 823000 1051000 1341000 1711000

Debt service 1235000 1235000 1235000 1235000 1235000 1235000 1235000

1612000 1740000 1881000 2058000 2286000 2576000 2946000

Revenue

Parking 124000 158000 202000 258000 329000 420000 536000

Interest on Reserve Account 104000 104000 104000 104000 104000 104000 104000

Net requirements
1384000 1478000 1575000 1696000 1853000 2052000 2306000

Occupied square footage 63246 69000 69000 69000 69000 69000 69000

Base rate per square loot $21.88 $21.42 $22.83 $24.58 $26.86 $29.74 $33.42

Furniture and fixture rate $1.74 $1.59 $1.59 $1.59 $1.59 $1.59 $1.59

ALTERNATIVE VARIABLE INTEREST RATE

Requirements

Operating costs 377000 505000 646000 823000 1051000 1341000 1711000

Debt service 1108000 1171000 1235000 1300000 1367000 1434000 1434000

1485000 1676.000 1881000 2123000 2418000 2775000 3145000

Revenue

Parking
124000 158000 202000 258000 329000 420000 536000

Interest on Reserve Account 104000 104000 104000 104000 104000 104000 104000

Net requirements
1257000 1414000 1575000 1761000 1985000 2251000 2505000

Occupied square footage 63246 69000 69000 69000 69000 69000 69000

Rate per square foot $19.87 $20.49 $22.83 $25.52 $28.77 $32.62 $36.30

Furniture and fixture rate $1.55 $1.51 51.59 $1.66 $1.75 $1.86 $1.86

8/13/9



Exhibit page of

RATE PER SQUARE FOOT

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

ALTERNATIVE ESCALATED DEBT SERVICE

Requirements

Operating costs

Debt service

Revenue

Parking

Net requirements

Occupied square footage

Rate per square foot

Furniture and fixture rate

377000 505000 646000 823000 1051000 1341000 1711000

791000 1055000 1250000 1480000 1754000 2078000 2301000

1168000 1560000 1896000 2303000 2805000 3419000 4012000

124000 158000 202000 258000 329000 420000 536000

1044000 1402000 1694000 2045000 2476000 2999000 3476000

63246 69000 69000 69000 69000 69000 69000

$16.50 $20.32 $24.55 $29.64 $35.88 $43.46 $50.38

$1.11 $1.36 $1.61 $1.91 S2.26 $2.68 $2.96

iKssuming full occupancy in FY 1999-2000

Furniture and fixture rate is calculated by dMding the debt service allocable to furniture and fixtures by the number of occupied

FIscal Years

1994.95 1999.2000 2004-05 2009-10 2014-15 2019-20 2023-24

square feet



Exhibit 7A

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL
FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION
METROPOLITAN SERVICE DISTRICT

Transfer to Building Management Fund

Budget FIscI Voara

1991.92 1994.95 1999.2000 2004.05 2009.10 2014.15 201920 2023.24

Solid Waste 271507 458000 486000 516000 553000 601000 662000 740000

General Government 68208 286000 305000 323000 346000 376000 415000 463000

Transportation planning 165728 284000 301000 320000 343000 373000 410000 459000

Planning and Developme 93520 182000 194000 206000 220000 240000 264000 295000

MERC 33245 199000 212000 224000 241000 262000 288000 322000

Zoo 37675 85000 90000 96000 103000 112000 123000 137000

669883 1494000 1588000 1685000 1806000 1964000 2162000 2416000

includes allocable Support Service costs



Exhibit 78

SOLID WASTE TIPPING FEES

Estimated tonnage

Increased building costs

Increase In tipping fees

MERC REVENUES

Budgeted revenues 1991-92
Estimated revenues

Increased building costs

Increase as percentage of revenues

ZOO REVENUES

Budgeted revenues

Estimated revenues

Increased building costs

Increase as percentage of revenues

EXCISE TAX

Increased building costs

Increase in Excise Tax revenue

Net increase in Excise Tax requirement

Increase In Excise Tax percentage

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Effect on EnterprIse Revenues and Excise Tax

Budget FIscal Voara

1991-92 1994-95 1999-2000 2004-05 2009-10 2014-15 2019-20 2023-24

1200000
228 261000 297000 342000 399000 472000 56500C

$0.19 $0.22 $0.25 $0.29 $0.33 $0.39 $0.47

16447000
17972000 20835000 24153000 28000000 32460000 37630000 3992100

166000 179000 191000 208000 229000 255000 28900C

0.92% 0.86% 0.79% 0.74% 0.71% 0.68% 0.720

11973793
13084000 15168000 17584000 20385000 23631000 27395000 2906400

47000 52000 58000 65000 74000 85000 9900

0.36% 0.34% 0.33% 0.32% 0.31% 0.31% 0.34

268000 292000 316000

23000 26000 28000

245000 266000 290.000

0.32% 0.34% 0.38%

349000

32000
317000

0.41%

iTiludes increased Solid Waste costs and allocable portions of Transportation Planning and Planning and Development costs

Assuming revenues Increase at 3% per year

Includes increased costs for general government and allocable portions of Transportation PlannIng and Planning and DeveTopment costs

391000 443000 510OC

37000 42000 500

354000 401000 4600

0.46% 0.52% 0.60

8/13/91



Exhibit 8A

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Transfer to Building Management Fund

Budget
FIscal Years

1991.92 1994.95 1999-2000 2004-05 2009-10 2014-15 2019-20 2023-24

Solid Waste 271507 415000 465000 516000 575000 645000 729000 806000

General Government 68208 260000 291000 323.000 360000 404000 456000 505000

Transportation Planning 165728 257000 288000 320000 356000 400000 452000 500000

Planning and Developme 93520 165000 185000 206000 229000 257000 290000 321000

MERC 33245 181000 202000 224000 250000 281000 317000 351000

Zoo 37675 77000 86000 96000 107000 120000 135000 150000

669.883 1355000 1517000 1685000 1877000 2107000 2379000 2633000



Exhibit 88

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Effect on Enterprise Revenues and ExcIse Tax

SOLID WASTE TIPPING FEES

Estimated tonnage

Increased building costs

Increase in tipping fees

MERC REVENUES

Budgeted revenues 1991-92
Estimated revenues

Increased building costs

Increase as percentage of revenues

ZOO REVENUES

Budgeted revenues

Estimated revenues

Increased building costs

Increase as percentage of revenues

EXCISE TAX

Increased building costs

Increase in Excise Tax revenue

Net increase in Excise Tax requirement

Increase In Excise Tax percentage

176000 236000
$0.15 $0.20

Budget Fiscal Yeara

199192 1994-95 1999-2000 2004.05 2009.10 2014.15 2019-20 2023-24

1200000
298000 368000 452000 553000 645000

$0.25 $0.31 $0.38 $0.46 $0.54

6.44 7000
17972000 20835000 24153000 28000000 32460000 37630000 39921000

148000 169000 191000 217000 248000 284000 318000

0.82% 0.81% 0.79% 0.78% 0.76% 0.75% 0.80%

11973793
13084000 15168000 17584000 20385000 23631000 27395000 29064000

39000 48000 58000 69000 82000 97000 112000

0.30% 0.32% 0.33% 0.34% 0.35% 0.35% 0.39%

239000 282000 326000 376000 436000 508000 575000

19000 24000 28000 34000 41000 49000 56000

220000 258000 298000 342000 395000 459000 519000

0.28% 0.33% 0.39% 0.44% 0.51% 0.59% 0.67%

Includes increased Solid Waste costs and allocable portions of Transportation Planning and Planning and Development costs

Assuming revenues increase at 3% per year

Includes Increased costs for general government and allocable portions of TransportatIon Planning and PlannIng and Development cost

8/13/91



Exhibit 9A

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Tranfor to Building Management Fund

Budget Flacal Years

1991.92 1994-95 1999.2000 2004-05 2009-10 2014-15 2019-20 2023-24

Solid Waste 271507 341000 458000 553000 667000 806000 975000 1127000

General Government 68208 214000 287000 346000 417000 505000 611000 706000

Transportation PlannIng 165728 211.000 284000 343000 413000 500.000 604000 699000

Planning and Development 93520 136000 183000 220000 266000 321000 389000 449000

MERC 33245 148000 199000 240000 290000 351000 424000 490000

Zoo 37675 63000 85000 103000 124000 150000 181000 209000

669883 1113000 1496000 1805000 2177000 2633000 3184000 3680000

Includes allocable Support Service costs

8/13/91



Exhibit 9B

SOLID WASTE TIPPING FEES

Estimated tonnage

Increased building costs

Increase In tipping fees

MERC REVENUES

Budgeted revenues 1991.92

Estimated revenues

Increased building costs

ZOO REVENUES

620000 72300C

72000 8600C

548000 63700C

0.71% 0.82

BUILDING MANAGEMENT FUND TRANSFERS AT DEPARTMENT LEVEL

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATiON

METROPOLITAN SERVICE DISTRICT

Effect on EnterprIse Revenues and Excise Tax

Budget
Fiscal Years

1991.92 1994-95 1999-2000 2004-05 2009-10 2014-15 2019-20 2023-24

88000 228000 342000 479000

$0.07 $0.19 $029 $0.40

1200000

16447000

11973793

Increase as percentage of revenues

645000 848000 1030000

$0.54 $0.71 $0.86

Budgeted revenues

Estimated revenues

Increased building costs

Increase as percentage of revenues

EXCISE TkX

Increased building costs

Increase in Excise Tax revenue

Net increase in Excise Tax requirement

Increase In Excise Tax percentage

17972000 20835000 24153000 28000000 32460000 37630000 39921000

115000 166000 207000 257000 31L000 391000 457000

0.64% 0.80% 0.86% 0.92% 0.98% 1.04% 1.14%

13084000 15168000 17584000 20385000 23631000 27395000 29064000

25.000 47000 65000 86000 112000 143000 171000

0.19% 0.31% 0.37% 0.42% 0.47% 0.52% 0.59%

168000

12000

156000

020%

251000 313000 396000 497000

23000 32000 43000 56000

228000 281000 353000 441000

0.30% 036% 0.46% 0.57%

Includes increased Solid Waste costs and allocable portions of Transportation Planning and Planning and Development costs

Assuming revenues Increase at 3% per year

Includes increased costs for general government and allocable portions of Transportation Planning and Planning and Development cost

8/13/91
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MEIRO Memorandum
2000 S.W First Avenue
Portland OR 97201-5398

503221-1646

1I

DATE July31 1991

TO Casey Short Council Analyst

FROM Neil Saling Director Regional Facilities

SUBJECT Analysis of Resolution No .91-1478

Your July 1991 memorandum to the Regional Facilities Committee

summarizes succinctly the most recent proposal for purchase of the old Sears

facility by Metro As the draft Sale Agreement is taking final form would

recommend you familiarize yourself with the changes which have evolved

Your policy questions provide thoughtful basis for Council deliberations

can only provide comment and offer my assistance as the Council wrestles

with the issues Staff believes that given the criteria which were established

by the Relocation Task Force and the evaluation of other possible

Headquarters alternatives the Executive Officerts recommendation is well

founded We have notfound an alternative that is clearly better

The Financial Analysis of Headquarters Purchase and Renovation now

appended to the Staff Report should provide dear picture of the financial

implications However there is no simple formula for establishing

affordability and the Finance Department will make every effort to assure that

the Council understands the financial issues and analyses

Qur real sta1e_consu1tanL 1easiiig_àih jit Metiiii Moreover informal

iscussions with sor indicate potential for release from our lease

should solid replacement firm be identified Finance Department is

preparing estimates of the impact should the worst case be realized

On your specific question regarding operating costs in the new building we
estimates are

based on averages for new office areas in Portland

Please call me if you have any further questions or observations on this

proposed major action

cc Dick Engstrom
Jennifer Sims



METRO Memorandum
2000 SW First Avenue
Portland OR 97201-5398

5031221-1616

DATE July 1991

TO Regional Facilities Committee

FROM Casey Short Council Analyst

RE Analysis of Resolution No 91-1478 Purchase of the
Sears Building for Development as Metro Headquarters

Resolution No 911478 would authorize execution of sales
agreement and payment of $250000 in earnest money to Pacific
Development Inc PDI for Metros purchase of the Sears
Building It would also authorize preparation of Request For
Proposals for renovation of the building with the intention of
awarding contract for renovation and completing the sales
agreement by mid-October 1991 This memo is the Council staffs
analysis .of the proposal

BACKGROUND

In May 199O Building Relocation Task Force was formed to
investigate alternatives for housing Metros administrative
offices The Task Force consisting of Presiding Officer
Collier Councilors DeJardin and Bauer Executive Officer Cusma
and staff members agreed to set of Objectives and Criteria
Attachment that included preference for siting Metro
Headquarters facility near the Oregon Convention Center on
Portlands east side The Task Force received comparative
information on 22 potential sites selected seven of these for
further investigation and chose the Sears building as the
facility that most closely met the objectives and criteria
It should be noted that the information gathered in this process
was obtained on an informal basis not on the basis of actual
proposals

Council approved Resolution No 90-1338 in September 1990
authorizing sales agreement for acquisition of the Sears
facility and directing the staff to perform due diligence
activities to determine the suitability and affordability of the
facility $65000 was allocated for the due diligence
activities The due diligence period was to last until December
17 1990 but was extended to April 30 1991 under the provisions
of Resolution No 90-1357A and with the agreement of Pacific
Development Council subsequently approved Resolution No 91
1393 in February 1991 authorizing an additional $85000 for due
diligence wbrk

-t1ckd Par



Sears Building Purchase
July 1991
Page

Staff and consultants presented report to the Building

Relocation Task Force in March 1991 That report estimated the

cost of the project to be approximately $26 million The

.conclusion was that the Sears project was not affordable and

staff recommended Metro inform PDI that we would not be pursuing

the project any further The Task Force concurred with the

recommendation

CURRENT STATUS

The current proposal is modification of one submitted by

Naito Properies The original Naito proposal called for the

Naito company to buy and renovate the Sears building and sell it

to Metro Legal counsel advised that this proposal was not legal

because the renovation would have to be publicly bid The

revised proposal calls for Metro to buy the building from PDIand

issue an RFP for the renovation

Based on the Naito proposal staff estimates the total cost of

the building project to be in the neighborhood of $.5-16 million

The prináipal differences between the latest proposal and the

original proposal that was deemed too expensive are that the

current proposal includes only an option on the parking structure

rather than its purchase development of only the upper two

floors as office space and the lower two floors as parking and

consequent absence of surplus space that the original proposal

would have required Metro to lease generally at loss

Usable space in the top two floors of the Sears building will be

approximately 76000 square feet Metro uses 34000 square feet

in its current location and the space plan prepared as part of

the due diligence process outlined needs for 67000 square feet

The 34000 figure is low given the planned move of the

Transportation Department to occupy 6000 square feet of nearby

space

ISSUES

There seems to be consensus that Metros current office space is

inadequate and we should move to larger quarters Expansion in

any form will cost the departments more money this includes not

only the occupants of Metro Center but also the satellite

departments such as MERC and the Zoo who will pay higher

transfers If we accept the need to expand to roughly double our

current space there are few issues to resolve before going

forward on the Sears project



Sears Building Purchase
July 1991
Page

Is the Sears facility clearly the best alternative for new
Metro headquarters

This issue breaks down into several separate issues First
is the simple question of geography The May 31 1990 Objectivesand Criteria to which the Task Force agreed establish clear
preference for an eastside Portland location near the Convention
Center These criteria have not been formally reviewed nor
adopted by the Council yet have served as basis for work done
to date in investigating alternatives Is it the Councils
conclusion that the siting criteria are appropriate and that an
inner eastside-location is preerable wouid iclf-a 1ocation be
preferable if another site were identified that was less
expensivejn a.central Jocation such as the central business
district

.Second is..it Councils concluejon -that the Sears faáilityshould be considered at the exclusion of any other propoaalá
Following the expiration of the due diligence period and the
decision to drop Sears from consideration at least temporarilystaff was approached about the possibility of considering other
proposals for developing Metro headquarters facility on the
west side The focus of Metros efforts for the past several
months has been exclusively on the Sears facility are we
ignoring the potential of more attractive offer by limiting our
research to that facility -Do we want to open the process now to
evaluate our options before making final decision

Third is the question Of renovation versus new construction
strong argument has been made in favor of renovating Sears in

order to bring activity to the Lloyd District in building that
has stood vacant for several years The value to the area of
restoring that building cannot be denied New construction
however was estimated to be considerably cheaper than the first
Sears proposal and would likely be of comparable or lower cost
than the current proposal If Metro could build new facility
at less cost that the Sears renovation would the prudent
expenditure of public dollars be as compelling an argument in
favor of new construction as restoring the Sears building is in
favor of renovation

The questions surrounding the proposal to buy and renovate
the Sears building can be distilled into one basic question -Has
our research clearly identified the Sears facility as the best
alternative for Metro The proposal before you addresses Metros
current space needs and provides the capacity for future
expansion It does not however clearly demonstrate that
purchase and renovation of that facility is the best available
opportunity it may be but in the absence of full analysis of



Sears Building purchase

July 1991

Page4

other alternatives the Council cannot be certain Your policy

decision is to determine ihether to commit to the Sears

alternative as an acceptable or even preferable solution to

Metros space problems or take action necessary to find what can

be demonstrated to be the best solution If the Council

determines that the process should be expanded one approach

would be to issue an RFP to meet the agencys needs as defined by

the Council

Is the Sears Building affordable

In the analysis leading to rejection of the original Sears

proposal information was generated showing the proposals
financial impact on Metros departments Comparable information

is not included with the materials submitted for committee

review Is such information available If so what arethe

effects on the departments In broader sense what criteria

are used to determine affordability and does this proposal meet

those criteria

Regardless of the option chosen how should the debt service

be structured

Attachment shows two alternatives for structuring debt

service Finance staff is recommending the ramped debt service1

alternative which would be lower cost both in total and per

square foot in the first five years but higher in the out years

Debt service payments under this alternative would begin at

approximately $800000 and increase at roughly 4% rate each

year reaching level of $1.9 million in year 24 Estimated

net annual costs for debt service operationss capital and

contingency would correspondingly range from $1.1 million to $2.9

million The flat debt service alternative would have constant

debt service payments each year at an estimated level of $1.125

million Total annual costs under this alternative range from

$1.4 million to $2.1 million

Total debt service payments under the ramped approach are

estimated at $34.2 million with net present value of $13.7

million Under theflat approach the total debt service is

estimated at $28.1 million with net present value of $12.8

million

The argument for ramped debt service is that it is cheaper

in the early years and increases with inflation Metros costs

per square foot would remain comparable with estimated market

costs Early year costs are an issue for Metros departments

because they will be absorbing significantly higher costs in any

case du to the increase in space even under this alternative



Sears Building Puràhase
July 1991
Page

the costs will jump in the first year from $645000 9192
budget to $1.1 million The down side to this alternative is
the long range cost Under the more typical flat rate
alternative which is similar to fixedrate home mortgage
total costs are lower passing the breakeven point in total
expenditures in year .14

The policy question here is how does the Council want to
structure the building payments The ramped alternative provides
an easier entry into the building but at the cost of higher
payments over the course of the financing agreement The flat
rate alternative represents lower overall costs but imposes
serious financial strain on the operations of the District at the
outset which.is exacerbated by the current financial problems at
MERC and the Zoo

What assurances or contingencies are proposed for leasing the
space at the current Metro Center

In the deliberations surrounding the first Sears proposal
there was good deal of discussion regarding the alternatives
for sub-leasing the space at 2000 Sw First Our lease runs to
1996 and the proposed date of moving to Sears is December 1992
Arrangements need to be made to find tenants for this building
preferably with PDIs assistance as way to facilitate the sale
of their property If no arrangements have been made estimates
of the increased costs required to uphold our lease agreement
should be included in the projections of the early year costs

Why are the operating costs for the Sears Building projected
to be lower than those for Metros current building

The FY 192 budget for Metro Center in the Building
Management Fund is $685483 If we subtract from that the lease
payment $290760 and property taxes $16600 the resulting
budget for operations is $378123 including $40000 for capital

The Finance Department has prepared space cost analysis
that includes an estimate of Operating Costs for the Sears
Building That operating cost estimate is $240657 plus $25000
in capital and $13283 in contingency for total operating
budget of $278940 Why are the operating costs so much lower
for the Sears Building especially for building that is
considerably larger than the current Metro Center



Attachment

METRO CENTER RELOCATION TASK FORCE
OBJECTIVES AND CRITERIA

Nay 31 1990

Establish stronger regional -identity for Metro

Location preferably near the Convention Center site
Quality of space appropriate for government offices
Easily accessible from all parts of the region

Support public policies promoting eastside development

Promote redevelopment sparked by the Oregon Convention Center

Serve as an environmentally and socially concerned model office

Location on or near mass transit routes
Complete recycling facilities
Attention to health considerations e.g lighting HVAC
noise etc.
Day care facilities
Energy efficient building
Fitness facilities showers and workout areas
Fully handicapped accessible

Provide adequate space and parking-to meet current and future
needs

Provide opportunity for sharing offices with Metro ERC
Provide overflow parking for the Oregon.Convention Center
Provide free parking for Metro visitors
Provide contiguous space on preferably two floors maximum
three
Provide option to expand space
Provide minimum 50000 sq ft of office meeting and
storage space for immediate needs
Provide up to- 45000 sq ft of office meeting and storage
space for longterm needs
Provide for Metro ownership.

Minimize the disruption and cost impacts of an office move

Package must address Netros lease obligations at current
location
Costs similar to Metro Center at about $12.00 per sq ft

1154



COST FOR BUILDING SFACE.

lj

c-n

YEAR YEAR YEAR YEAR 13 YEAR 17 YEAR
YEAR YEAR YEAR 11 YEAR 15 YEAR 19

FISCAL YEAR

USING TOP TWO FLOORS OF SEARS BUILDINC
40

35

30

25

20

15

10

21

YEAR
YEAR 25

23

Ramped Debt Service Flat Debt SeMce



METRO MemOradum
2000 S.W First Avenue
Portland OR 97201-5398

503/221-1646

DAlE

FROM

SUBJECF

August 20 1991

Casey Short
5pfncil

Analyst

Neil Salin

Resolution No 91-1478 Resnonses to Ouestions

The following represents the Metro staff responses to the questions posed
in your July 1991 memorandum to me regarding the proposed Sale

Agreement for the Sears Facility and updates my July 31 1991 response

Changes to the Staff Report and Concept Agreement which have taken

place since your memorandum are noted

Qi What is the breakdown of costs used to arrive at the estimate project

costs of $14.5 to $15.2 million

Al The presently estimated total project cost is $18.5 million general

breakdown of costs is shown below Note that $1.4 million of the financing

costs is recoverable reserve

Construction

FFE plus Art

Purchase Price

Project Management
Financing Costs

Broker Fees

9410000
1268000
2550000
1775000
3247000

18.000

18568000

Q2 What is included in the $16.50 per square foot rate cited in the staff

report Does it include the semi-annual $50000 option payment for the

garage If the annual cost calculation included these option payments and

operating costs which were equal to our current Metro Center operating

costs how would these affect the rate per square .foot

Recycled Paper



A2 Included in the $16.50 per square foot initial costs are operating

costs and debt service offset by parking revenues The cost of FFE is

$1.11 per square foot and is not included The option costs for the parking

garage are not included Inclusion of option payments of $100000

annually and operating costs equivalent to the current Metro Center could

raise the initial per square foot cost to approximately $19.20

Q3. Please clarify the .garage purchase element referred to on page As

understand it the escalating purchase price lor the garage would

translate to the following effective purchase prices for each six month

period please confirm accuracy

10/15/9

4/15/92

10/15/92

4/15/93

10/15/93

4/15/94

4/14/92
10/14/92
4/14/93

10/14/93
4/14/94

10/14/94

$2600000
2730000
2866500
3009825
3160286
3318300

Regarding the $50000 semi-annual option fee is any of this money
refundable if Metro decides not to buy the parking garage What will be

the Councils role in determining whether to continue option payments

buy the garage or terminate the option will Council authorization be

required every six months

A3 The six month options would begin December 1991 12/1/91
The escalating purchase price would be as follows

Option Period Closing Date

Before 12/1/91

12/2/91 to 5/31/92

6/1/92 to 12/1/92

12/2/92 to 5/31/93

6/1/93 to 12/1/93

12/2/93 to 5/31/94

6/1/94 to 12/1/94

Price

$2600000
2730000
2866500
3009800
3106300
3318300
3484200

The semi-annual option fee is not refundable if Metro chooses not to

purchase the parking garage Council will be asked to make decision on

purchase of the parking garage prior to December 1991

Q4 Why was the date for payment of the $2.3 million balance moved

from December 15 to October 15



A4 The date was moved at the request of Pacific Development Inc PD
based upon an estimated early completion of contractor selection The
latest version of the Sale Agreement returns the closing to December 15
1991

Q5 Hazardous Waste This section needs further clarification What are
direct costs for removing any hazardous waste and what are indirect
costs If the costs exceed $250000 what are Metros alternatives If PDI
terminates the offer because the direct costs of removing the waste exceed
$250000 will Metros earnest money be refunded Is the $250000
ceiling for the entire facility--including the garage--or is there $250000
ceiling for each part of the facility At what point would Metro have to

make final decision whether to cover direct costs above $250000 when
costs exceeded that amount even though final costs were not yet known
when the final costs had been determined when an estimate is made or at

some other time Who defines hazardous waste or hazardous
materials Both are used in the letter

AS Direct costs include the costs of the remediation effort to adhere to

applicable Environmental Laws plus any monitoring indirect costs are not

stipulated but would refer to PDI supervisory and overhead costs The
proposed Sale Agreement now calls for an agreed PD role in remediation

based upon the consultants report and estimate of costs The consultant

Brown Caldwell will determine what remediation is required by
applicable Enviroiimental Law based upon the projected building use
The terminology for the hazardous materials is now asbestos containing
materials ACM and Hazardous Substances

Q6 Parking My reading of the parking agreement leads me to the

following understanding please confirm or correct
Metro will construct some 220 stalls in the main building as part of

the building renovation In addition Metro may lease up to 100 stalls in

the garage at any time following our occupancy of the building The rate

shall begin at $56/month/stall with 10% annual limit on rate increases

for years If Metro does not buy the garage we may lease up to 100
stalls for an additional years with five-year options If we remodel
the Grand Avenue parking area we may add another 100 stalls in the

garage at the same monthly rate

How would the parking rate for the 7-year extension be determined
Would the stalls in the garage be used for employee parking visitor

parking or other Would Metro receive revenue from this parking Who
would set the rate for the end use and how would that rate be

determined



A6 In the absence of Metro purchase of the garage the Parking Supply

Agreement governs the Metro lease alternatives The first alternative is to
lease up to 100 spaces at starting rate of $56.00 This rate would

escalate to the market rate or to the limit of an annual 10% cap in October

of each year After the first three years there are three consecutive

renewal options of seven five and five years respectively In addition

Metro may lease up to 100 spaces on use or lose basis upon conversion

of Grand Avenue parking space to office space Payment for parking is

similar to the first 100 space increment

Q7 State Parking Requirement Please explain why there is variance of

$5 per stall depending on management

A7 The $5 per stall difference pays for the management of the garage by

PD instead of Metro

Q8 How many parking stalls are in the garage What is PDIs

arrangement with the State for parking What are the revenue projections

for the garage Is Metro expected to make money on the garage if

purchased

A8 As presently striped the parking garage has 477 stalls The State

PD parking arrangement is somewhat complex but it basically provides

that PD will provide 346 parking stalls in close proximity to the new State

Office Building at an escalating charge over 30 year period Preparation

of the financial projections for the Parking Garage are part of the

proposed Resolution

Q9 State Parking Obligation Please explain the nature of the obligation

and Metros potential obligations liabilities and revenues under the

arrangement

A9 PD and the State of Oregon have entered into an agreement

whereby PDI furnishes the State 346 parking spaces within six-block

radius of the new State Office Building Should Metro purchase the parking

garage all 346 spaces would be demanded in the parking garage While

this provides desirable revenue stream the contracted price may fall

below the market in the future The analysis recommended as part of

the proposed Resolution will define Metros options in detail

Ql0 0CC Transportation Capital Improvements What is the cost of

assuming the applicable portion of the LID annual cost and term Have

those costs been included in the estimate of annual costs for the facility



10 The cost to Metro of the 0CC Transportation Capital Improvement LID
payment is estimated to be $73000 for the entire facility This amount is

included in the Notice to Lien and could change at the actual assessment

stage This amount is included in the project cost estimate

Qil Hazardous Waste PDI may elect to decommission underground
tanks in place Will Metro have any binding voice in this decision Why
will Metro share the cost of environmental testing if for any reason other

that to ensure the objectivity of the tests How much is such testing
estimated to cost

Please clarify the statement The parties will approve before closing
based on the testing and bids obtained by the Seller specific scope of

work and charge to Seller for any such remediation work emphasis
added Does this effectively limit PDIs obligation to pay for the complete
remediation work What happens if there is more remediation required
than was originally anticipated who is responsible to pay for it and what
are Metros options

Does this handwritten amendment The deposit shall be refunded to

Purchaser if the transaction terminates pursuant to the foregoing refer to

the $250000 earnest money

All Metro will not permit decommissioning of underground storage tanks

UST in locations planned for construction of building components Metro

agreed to share in the environmental surveys as negotiation issue Based
on the surveys already accomplished Metro anticipates charge not to

exceed $20000 PDI anticipates paying for all remediation required to

bring the building into compliance with applicable Environmental Laws
Please see the revised draft Sales Agreement for the concept for

remediation çSee also AS

Q12 Do you anticipate MIERC moving its offices to the Sears facility If so
what will be the cost to MERC and how will the vacated office space at the

Convention Center be used How would costs to Metros other

departments be affected with MERC in or out of the Sears facility In any
case has the matter been presented to/discussed with the MERC
Commission

A12 The space planning for the new Metro Headquarters includes the

MIERC management pool plus other selected staff for total office of 21

employees Upon the MERC move the Oregon Convention Center space will

revert to its designed purpose of housing 0CC staff MERC will be charged
for space on the same basis as other Metro departments Charges to other

Metro departments would increase over planned levels should MERC not

occupy space in the new Metro Headquarters The MERC Commission has

received an informational briefing on Metro planning for the new facility



Q13 At the June meeting of the Building Relocation Task Force there

was mention of Metro contributing to gateway project which would

mark entrance to the Lloyd district There is no mention of this in the

materials submitted What is the status of this and what would the cost

be

Al There has been an implicit request for Metro to participate if not

fully fund some structure signifying entry into the Lloyd district The

design would be provided by the successful design/build team and funding

has been included in the estimated project costs

Ql4 How is the project proposed to be financed Will any adjustments to

the 1/92 budget be required and if so what will they be

A14 Please see the Financial Analysis of Headquarters Purchase and

Renovation included with the Staff Report Fund sources include Revenue

Bonds $17441000 Metro funds $620000 and Interest Income

$507000

Q15 Is it possible to provide drawings of the proposed renovation for the

committee and Council

A15 Not at this time The proposed renovation scheme will be

consultant product

Q16 After renovation what will be the buildings capacity to withstand an

earthquake

A16 Metro will ask that the building be renovated to Zone standards

Q17 Earlier discussions of the proposal included provision for day care

center Is this included in the latest plan

A17 day care center is included in the Metro space program

Q18 Have we received appraisals of the Sears building and land and the

parking garage If so how do they relate to the $2550000 and

$2600000 prices for the facilities

A18 We have received one as is appraisal which valued the parking

structure at $1980000 and the Sears Building at $2029000 and the

whole property at $4000000 We have also received an as proposed

appraisal which was based on the original renovation plan and valued the

property after renovation at $21500000
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METRO
2000 S.W First Avenue

Portand OR 9720-539

503J221-1646

July 31 1991

Casey Short Council Analyst

Memorandum

FROM Neil Saling

SUBJECT Resolution No 91-1478 Responses tO Questions

The following represents the Metro staff responses to the questions posed

in your July 1991 memorandum to me regarding the proposed Sale

Agreement for the Sears Facility Changes to the Staff Report and Concept

Agreement which have taken place since your memorandum are noted

Qi What is the breakdown of costs used to arrive at the estimate project

costs of $14.5 to $15.2 million

Al The presently
estimated total project cost is $18.5 million general

breakdown of costs is shown below Note that $1.4 million of the financing

costs is recoverable reserve

Construction

FFE plus Art

Purchase Price

Project Management

Financing Costs

Broker Fees

Q2 What is included in the $16.50 per square foot rate cited in the staff

report Does it include the semi-annual $50000 option payment for the

garage If the annual cost calculation included these option payments and

operating costs which were equal to our current Metro Center operating

costs how would these affect the rate per square
foot

A2 Included in the $16.50 per square foot initial costs are operating

costs and debt service offset by parking revenues The cost of FFE is

$1.11 per square foot and is not included The option costS for the parking

garage are not included Inclusion of option payments of $100000

annually and operating costs equivalent to the current Metro Center could

raise the initial per square foot cost to approximately $19.20

9410000
1268000
2550000
1775000
3247000

18568000

Neccled Pap



Q3 Please clarify the garage purchase element referred to on page As
understand it the escalating purchase price for the garage would

translate to the following effective purchase prices for each six month
period please confirm accuracy

10/15/91

4/15/92

10/15/92

4/15/93

10/15/93

4/15/94

4/14/92
10/14/92

4/14/93

10/14/93

4/14/94
10/14/94

$2600000
2730000
2866500
3009825
3160286
3318300

Regarding the $50000 semi-annual option fee is any of this money
refundable if Metro decides not to buy the parking garage What will be

the Councils role in determining whether to continue option payments
buy the garage or terminate the option will Council authorization be

required every six months

A3 The six month opiións would begin December 1991 1211191
The escalating purchase price would be as follows

Option Period Closing Date

Before 12/1/91

12/2/91 to 5/31/92

6/1/92 to 12/1/92

12/2/92 to 5/31/93

6/1/93 to 12/1/93

12/2/93 to 5/31/94

6/1/94 to 12/1/94

Price

$2600000
2730000
2866500
3009800
3106300
3318300
3484200

The semi-annual option fee is not refundable if Metro chooses not to

purchase the parking garage Council will be asked to make decision on

purchase of the parking garage prior to December 1991

Q4 Why was the date for payment of the $2.3 million balance moved
from December 15 to October 15

A4 The date was moved at the request of Pacific Development Inc PD
based upon an estimated early completion of contractor selection This

date is now December 1991

Q5 Hazardous Waste This section needs further clarification What are

direct costs for removing any hazardous waste and what are indirect

costs If the costs exceed $250000 what are Metros alternatives if PDJ

terminates the offer because the direct costs of removing the waste exceed



$250000 will Metros earnest money be refunded Is the $250000

ceiling for the entire facility--including the garage-- or is there $250000
ceiling for each part of the facility At what point would Metro have to

make final decision whether to cover direct costs above $250000 when
costs exceeded that amount even though final costs were not yet known
when the final costs had been determined when an estimate is made or at

some other time Who defines hazardous waste or hazardous
materials Both are used in the letter

AS Direct costs include the costs of the remediation effort to adhere to

applicable Environmental Laws plus any monitoring indirect costs are not

stipulated but would refer to PD supervisory and overhead costs If the

$250000 remediation cost were exceeded Metro could choose to pay the

excess and continue or ask PDI to pay the excess If PD chose not to pay
they are in default and the Metro earnest money is refunded The

$250000 ceiling is for the entire property Metro could mike decision

on paying for any excess as early as the consultants estimate however
the contract calls for payment based on costs incurred The terminology

for the hazardous materials is now asbestos containing materials ACM
and Hazardous Substances

Q6 Parking My reading of the parking agreement leads me to the

following understanding please confirm or correct

Metro will construct some 220 stalls in the main building as part of

the building renovation In addition Metro may lease up to 100 stalls in

the garage at any time following our occupancy of the building The rate

shall begin at $56/month/stall with 10% annual limit on rate increases

for years If Metro does not buy the garage we may Iease up to 100

stalls for an additional years with five-year opti6ns If we remodel

the Grand Avenue parking area we may add another 100 stalls in the

garage at the same monthly rate

How would the parking rate for the 7-year extension be determined

Would the stalls in the garage be used for employee parking visitor

parking or other Would Metro receive revenue from this parking Who
would set the rate for the end use and how would that rate be

determined

A6 The parking arrangements in the absence of Metro purchase of the

garage have been changed to coincide more closely with the State/PDI

Parking Agreement The agreement to lease Metro 100 stalls may be

extended through notification for up to 22 years Should Metro exercise its

option to 100 spaces the charges will be at fair market value The end use

for these 100 stalls cannot be determined at this time It is anticipated

that Metro would institute some schedule of charges for these stalls but

would he liable for the total monthly charge by the facility operator



Q7 State Parking Requirement Please explain why there is variance of

$5 per stall depending on management

A7 The $5 per stall difference pays for the management of the garage by

PDI instead of Metro

Q8 How many parking stalls are in the garage What is PDIs

arrangement with the State for parking What are the revenue projections

for the garage Is Metró expected to make .money on the garage if

purchased

A8 As presently striped the parking garage has 477 stalls The State

PDI parking arrangement is somewhat complex but it basically provides

that PDI will provide 346 parking stalls in close proximity to the new State

Office Building at an escalating charge over 30 year period Preparation

of the financial projections for the Parking Garage are part of the

proposed Resolution

Q9 State Parking Obligation Please explain the nature of the obligation

and Metros potential obligations liabilities and revenues under the

arrangement

A9 PDI and the State of Oregon have entered into an agreement

whereby PDI furnishes the State 346 parking spaces within six-block

radius of the new State Office Building Should Metro purchase the parking

garage all 346 spaces would be demanded in the parking garage While

this provides desirable revenue stream the contracted price may fall

below the market in the future The analysis recommended as part of

the proposed Resolution will define Metros options in detail

Ql0 0CC Transportation Capital Improvements What is the cost of

assuming the applicable portion of the LID annual cost and term Have

those costs been included in the estimate of annual costs for the facility

10 The cost to Metro of the 0CC Transportation Capital Improvement LID

payment is estimated to be $73000 for the entire facility This amount is

included in the Note to Lien and could change at the actual assessment

stage This amount is included in the project cost estimate

Qil Hazardous Waste PDI may elect to decommission underground

tanks in place Will Metro have any binding voice in this decisjon Why
will Metro share the cost of environmental testing if for any reason other

that to eusure the objectivity of the tests How much is such testing

estimated to cost



Please clarify the statement The parties will approve before closing

based on the testing and bids obtained by the Seller specific scope of

work and charge to Seller for any such remediation work emphasis
added Does this effectively limit PDIs obligation to pay for the complete
remediation work What happens if there is more remediation required

than was originally anticipated who is responsible to pay for it and what

are Metros options
Does this handwritten amendment The deposit shall be refunded to

Purchaser if the transaction terminates pursuant to the foregoing refer to

the $250000 earnest money

Al Metro will not permit decommissioning of underground storage tanks

UST in locations planned for construction of building components Metro

agreed to share in the environmental surveys as negotiation issue Based

on the surveys already accomplished Metro anticipates charge not to

exceed $20000 PDI anticipates paying for all remediation required to

bring the building into compliance with applicable Environmental Laws
Metro would pay for costs above $250000 or for removal of substances

not required by law Please see the revised draft Sales Agreement for the

concept for remediation See also A5

Q12 Do you anticipate MERC moving its offices to the Sears facility If so
what will be the cost to MERC and how will the vacated office space at the

Convention Center be used How would costs to Metros other

departments be affected with MERC in or out of the Sears facility In any

case has the matter been presented to/discussed with the MERC
Commission

A12 The space planning for the new Metro Headquarters includes the

MERC management pool plus other selected staff for total office of 21

employees Upon the MERC move the Oregon Convention Center .space will

revert to its designed purpose of housing 0CC staff MERC will be charged

for space on the same basis as other Metro departments Charges to other

Metro departments would increase over planned levels should MERC not

occupy space in the new Metro Headquarters The MERC Commission has

received no formal presentation on the space planning for the new facility

Q13 At the June meeting of the Building Relocation Task Force there

was mention of Metro contributing to gateway project which would

mark entrane to the Lloyd district There is no mention of this in the

materials submitted What is the status of this and what would the cost

be



A13 There has been an implicit request for Metro to participate if not

fully fund some structure signifying entry into the Lloyd district The
design would be provided by the successful design/build team and funding
has been included in the project costs

Q14 How is the project proposed to be financed Will any adjustments to

the 1/92 budget be required and if so what will they be

A14 Please see the Financial Analysis of Headquarters Purchase and
Renovation included with the Staff Report Fund sources include Revenue

Bonds $17441000 Metro funds $620000 and Interest Income

$507000

Q15 Is it possible to provide drawings of the proposed renovation for the

committee and Council

A15 Not at this time The proposed renovation scheme wiIl be

consultant product

Q16 After renovation what will be the buildings capacity to withstand an

earthquake

A16 Metro will ask that the building be renovated to Zone standards

Q17 Earlier discussions of the proposal included provision for day care

center Is this included in the latest plan

A17 day care center is included in the Metro space program

Q18 Have we received appraisals of the Sears building and land and the

parking garage If so how do they relate to the $2550000 and

$2600000 prices for the facilities

A18 We have received one as is appraisal which valued the parking

structure at $1980000 and the Sears Building at $2029000 and the

whole property at $4000000 We have also received an as proposed
appraisal which was based on the original renovation plan and valued the

propetty after renovation at $21500000



independent purchase option This scheme allows for adequate parking capacity

approximately 220 spaces for Metros needs within the Sears facility itself without

relying on parking availability in the adjacent garage The upper two levels of the

facility which cover approximately 76000 square feet would be renovated for

Metros office requirements allowing for approximately 5000 square feet of future

expansion space on those floors In the event long range future expansion required

more than the immediately available 5000 square feet Grand Avenue level parking
could be displaced to accommodate the added office space requirements It is

anticipated that this displacement of Grand Avenue parking could be done in two
blocks of 30000 square feet each as needed commitmént by the Owner to replace

this Grand Avenue parking with parking in the adjacent garage be

negotiated with the property owner should Metro choose to forego acquisition of the

parking garage is part of the Sale Agreemeit

Staff has estimated the Metro headquarters project costs including FFE and

financing costs of the modified development scheme excluding the garage to

approximate $18.4 million See attached Exhibits and of the attached Financial

Analysis of Headquarters Purchase and Renovation These project costs equate to an

initial square foot rates excluding FFE costs which range between $16.50 and

$21.88 depending on financing method employed These rates although higher

than the approximate $15 per square foot current rate occasioned at Metro Center
are significantly reduced from the projected $23 to $28 per square foot rates under

the initial Sears facility development scenario

Based on significantly reduced project costs project staff has negotiated sale

agreement with the owner Pacific Development Inc PDI The primary
distinctions from the initial sale agreement are the deposit requirement the

hazardous waste remediation funding algorithm and the garage purchase

option The sale agreement is structured to allow for the receipt by Metro of

design/build proposals including detailed cost estimate for the renovation of

the buildingprior to the scheduled closing on or before December 16 1991

The deposit requirement would necessitate the payment of $250000 by Metro upon
execution of the sale agreement which would be non-refundable except if PDI

terminates the agreement In the event the sale is closed the $250000 deposit would

be applied to the purchase price of $2550000 The previous sale agreement did not

require non-refundable deposit of this magnitude

The Sale Agreement provides for PIDl remediation of hazardous materials at the

facility Upon completion of comprehensive report by mutually selected

consultant Metro and PDI will agree on the necessary level of abatement activities

provision differs from the original agreement in that PDI had proposed to

remove all hazardous waste from the facility at their own expense The firm of

Dames Moore estimates the cost of total removal of hazardous materials

underground storage tanks and asbestos to approximate $350000.1 un general



METRO Memorandum
2000 S.W First Avenue

PorLand OR 97201-5398

503/221-1646

DATE September 10 1991

TO Casey Short Cuncil
Analyst

FROM Neil Salin irector Regional Facilities

SUBJECr Resolution No 91-1494 Sears PurchaseAgreement

This memorandum responds to ybur September 1991 memo subject as

above The majority of the questions you pose relate to financing the

project and are answered in the attached response from the Finance and

Management Information staff

Issues from July memo
Affordability See attached Note that generally significant

portion of the cost increase which must be borne by each

department is function of the demand for additional space

Best Alternative Based upon the criteria originally established

staff believes the Sears facility provides the most desirable

alternative for new Metro headquarters We believe that the

purchase and renovation option recommended is competitive in

price to other options available and provides the qualitative

features unavailable from other options No algorithm exists

which can clearly show best alternative

Debt Service Structure See attached It is anticipated that the

Council will select the format for debt service at the time it

approves the issuance of bonds for the renovation of the facility

Metro Center Lease Self explanatory CB Commercial believes that

potential replacement tenant has been identified

Maintenance Costs See attached Metros real estate consultant

CB Commercial initially identified $4.00 per square foot as

planning factor for initial maintenance costs in new or newly

renovated office facility However the subsequent financial

analysis used actual historical costs from the present Metro

headquarters

Recycled Paper



Issues from July memo
Breakdown of Costs The breakdown of costs extracted from the

Financial Analysis of Headquarters Building Purchase and

Renovation dated August 13 1991 is attached Scheme for

furniture fixtures and equipment envisions retaining the

maximum love of existing furniture from the present Metro

Center The Correy-Hiebert line is the standard furniture for the

agency
Financial Impacts on Departments See attached breakout of

projected departmental transfers is contained in the above

referenced financial analysis

With regard to the questions raised in your September 1991 memo to

the Council staff has continued to work toward new facility utilizing the

established criteria Based upon previous Council actions it would appear

that there exists reasonable level of comfort with the criteria Staff has

extended its examination of costs to alternatives outside the Lloyd Center

area to determine the sensitivity Of the criterion for locale

Staff believes the Sears facility provides an affordable solution to housing

our growing work force While other alternatives may exist staff does not
believe that any one has the potential for displaying significant advantages

over the Sears facility proposal

cc Dan Cooper
David Knowles
Bent Stevenson

Enclosures



Exhibit

ESTIMATED PROJECT COSTS

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Estimated costs to be financed through revenue bonds

Real estate

Purchase of land and building

2.550000

Brokers tee

188.000

2738.000

Project management

Design services

460.000

Hook-up charges

30000

Permits

110.000

Printing

15000

Utilities

90.000

Taxes

80.000

Owners contingency
500000

1.285.000

Construction

Renovation/new construction
6.800000

Tenant improvements

1800000

Contingency

680000

Telephone/data wiring

130000

9410000

Other

Furniture and Fixtures
1200000

Art 1% of construction
68000

1268000

Total to be financed
14701000

Estimated costs not included in bond financing

Brokers fees related to leasing of 2000 SW 1st Avenue
130000

Project administration Metro
340000

Due diligence

150.000

Total not included in bond financing
620000

Total Project costs
15321000



Exhibit

ESTIMATED FINANCING PLAN

FINANCIAL ANALYSIS OF HEADQUARTERS BUILDING PURCHASE AND RENOVATION

METROPOLITAN SERVICE DISTRICT

Sources

Revenue bonds
17.441.000

Metro funds
620.000

Interest income

Construction Account
336.000

Reserve Account
104 .000

Debt Service Account for capitalized interest
67000

507.000

18568000

Uses

Total Project costs
15.321.000

Reserve Account deposit
1.449.000

Capitalized interest
1.449.000

Issuance costs
349.000

18.568000

Assumptions

Interest rates

Short-term 6.20%

Long-term
7.20%

Period of construction year

Amortization period 29

Issuance costs 2.00% of total bonds



PRELIMINARY FURNITURE BUDGET SUMMARY

SCHEME

Reception $31900

Council Chamber 249500

Panels Only 455598

Conference Rooms 143300

Department Lobbies 26600

Telephones and AV 145.000

Subtotal 1051898

Plus 15 Percent Contingency 157.785

TOTAL $1209683



METRO Memorandum
2000 SW First Avenue
Portland OR97201538

DATE September 1991

TO Neil Saling

FROM Casey Short
RE Resolution No 91-1494 Sears Purchase Agreement

At last weeks Regional Facilities Committee meeting Councilor
Vail Bergen asked me to request clarification from you on any
questions regarding the Sears building purchase which remained
following your July 31 responses to inyJuly and July
questions This memo is in response to Councilor Van Bergens
request expect that the questions related to finance and debt
service will have to be answered by Finance Management
Information staff

Issues from July memo

Questions and dealt with the issues of affordability and
whether the Sears building was clearly Metros best alternative
for headquarters have discussed those issues in the
attached memorandum to the Council

Question asked Regardless of the option chosen how should
the debt service be structured

The financial analysis prepared by the Finance Management
Information Department outlines three options for structuring the

debt service to pay for the purchase and renovation of Sears
The analysis does not break down the costs of the three
alternatives by annual cost and total cost it only provides
breakdown in fiveyear increments Will you please see that the

information outlining annual costs and total costs of each of the

three options isinade available to the Council before they
consider Resolution No 911494

In related issue what will be the Councils role in

determining how the debt service is to be structured and when
will Counbil be involved in reviewing the debt service
alternatives

Question asked about the potential for leasing the Metro
Center understand potential tenant is interested in leasing
this building which should resolve this issue Ill refrain
from going into more detail in the interests of preserving the

rights of the potential tenant

cythd Paper
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Question asked why the projected maintenance costs for the
Sears Building are lower than the costs for our current building
You have discussed this with me but the Council has not received

any such information in writing Will you please provide that
information for the Council

Issues from July memo

Question asked What .js the breakdown of costs used to arrive
at the estimated project costs of $14.5 to $15.2 million Now
projected at $18.2 million Your response and the financial

analysis break those costs down to their component parts but
still have question about what is involved in the $1.2 million
for Furniture Fixtures and Equipment Will you please provide

breakdown of these costs To what extent does this include

replacement of current office furniture and equipment

The remainder of the questions from the July memo are
satisfactorily answered The issue of the parking garage will be

analyzed and alternatives presented to the Council prior to their

making decision on its purchase or the payment of the semi
annual $50000 option

The only issue would still like to raise concerns the financial

effects of the Sears Building purchase on Metros departments
which alluded to in the attached memo to the Council Any
information you could provide to the Council prior to their

consideration of Resolution No 91-1494 would be appreciated

Thank you

cc Metro Council
Jennifer Sims
Chris Scherer
Don Carlson
Bent Stevenson
Dick Engstroni



METRO Memorandum
2000 S.W First Avenue
Portland OR 9720l-539t

503 221-116

DATE September 1991

TO Metro Council

FROM Casey ShortCouncil Analyst

RE Resolution No 911494 Sears Building Purchase

In reviewing the Executive Officers proposal to purchase and
remodel the Sears Building for use as Metros administrative
headquarters prepared two series of questions for Neil Saling
Those questions are contained in memos dated July and July
1991 Mr Saling.s responses came in two memos dated July 31
Questions and responses are included in the August 13 Regional
Facilities Committee agenda packet At the August 27 Regional
Facilities Committee meeting Councilor Van Bergen asked whether

was satisfied with Mr Salings responses and requested that
ask Mr Saling in writing for further information on any answers
that thought needed elaboration or clarification

The purpose of this memo is to advise the Council of policy
questions the Sears Building purchase raises which asked in my
July memo am also attaching memo to Neil Saling which
asks for clarification of some of his earlier responses in
accordance with Councilor Van Bergens request

Is the Sears facility clearly the best alternative for new
Metro headquarters

In my iuly memo identified three sets of questions
around this broad theme Those questions asked whether the
siting criteria of the Relocation Task Force were appropriate in

limiting potential headquarters sites to the Lloyd Center
Convention Center area in inner Northeast Portland whether the
Sears facility should be considered to the exclusion of any other
formal proposals and whether renovation of the Sears facility
would be preferable to new construction if new construction were
cheaper than Sears renovation summarized the above questions
by asking whether our research clearly identified the Sears
facility as the best alternative for Metro Mr Salings
response correctly identif led the basic question as policy
issue for Council to consider adding that staff has not found an
alternative that is clearly better

ecycled Paper
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My contention over the course of the summer when this issue
has been intermittently before the Regional Facilities committee
is that the Council cannot make truly informed decision without
investigating the full range of possibilities Those
possibilities include renovation of Sears or another building
purchase of another existing building and new construction
Possible sites for these alternatives include the inner east
side the central business district or location outside the
urban core It is Councils decision whether to accept the
siting criteria of the Relocation Task Force which point to the
area of the inner east side of Portland in the neighborhood of
the Oregon Convention Center as the preferred site but the
Council is not bound by these criteria since you have never
formally reviewed or approved those criteria

If the Council accepts the siting criteria as acceptable
either on their own merits or by virtue of their having gone
unchallenged since their approval by the task force in May 1990
the alternatives to the renovation of the Sears building have not
been adequately investigated We cannot know whether less

expensive alternative which meets Metros needs exists under
the criteria that dictate an inner east side location or
otherwise unless we provide an opportunity for prospective
proposers to develop formal proposals for Metro headquarters in
which cost is critical factor Such process would require us
to develop list of requirements we would have for

headquarters facility and allow developers to put together
packages that met those requirements while allowing Metro to
determine the mix of costs building amenities and other
criteria that best suited our needs

The current proposal does not give us the chance to

determine whether the Sears renovation is the best deal for the

agency and the taxpayers of the region It identifies proposal
that meets certain important criteria but does not give the

Council the flexibility to determine whether these are the only
criteria it should consider in making significant longrange
policy decision with fiscal implications that run into millions
of dollars

Is the Sears Building affordable

Ny July memo asked this question which is inextricably
tied to the policy question discussed above The response from
Mr Saling included Finance Management Information staffs
financial analysis of the Sears proposal for review by Council
and Council staff and concluded by saying that there is no

simple formula for establishing affordability That
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determination is ultimately policy question for Council to
resolve

There are three issues surrounding the affordability
question that should be resolved before Council determines
whether it considers the Sears proposal to be affordable The
first issue concerns the annual and total costs of purchasing and
renovating the Sears facility to which will ask more detailed
questions in the attached inemo In nutshell the issue is
whether the Council is willing to commit to program of purchase
and renovation without knowing what the project is going to cost
Finance Management Information staff have proposed three
alternatives for financing the project but their analysis
provides neither total cost figures nor recommendation from
among the alternatives Does the Council want to know the costs
of the alternatives and determine how to structure the debt
before committing to purchase

The second issue concerns the financial effects of the Sears
project on Metros departments The financial analysis does not
include specific figureson the annual costs to Metro
departments nor is there an analysis of the effects that
buildingrelated cost increases will have on the departments
operations Of particular concern are the effects on enterprise
departments such as .MERC and the Zoo which already face
financial difficulties without additional transfers to the
Building Management Fund and the effects that excise tax
increases related to debt service on the building will have on
General Fund programs Is it appropriate to increase central
costs to departments which already have financial problems and
might these increases affect our ability to find long-term
solutions to their problems

The final issue is perhaps of greater significance than the
simple increase in departmental requirements and concerns the
need to coordinate increased requirements with efforts to raise
money to resolve existing fiscal problems and fund new
initiatives Currently in various stages of development are
proposals to fund MERC operations the Greenspaces program Zoo
operations and longterm capital needs and regional arts
programs How would Metros purchase of the Sears building
affect our ability to implement these new revenue programs The
issue here is primarily one of public credibility Most if not
all of the ideas for raising program revenues will require
vote of the people If Metro buys headquarters building
particularly one that is not clearly demonstrated to be the most
affordable will that have negative effect on public
perceptions of the agency as it tries to raise more funds or pass

charter Should we be considering this building purchase in
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the context of other agency priorities and have the Council
establish its priority in relation to support of programs

CONCLUSION

Councils approval of Resolution No 911494 will commit Metro to

spending $325000 at minimum It commits the agency to
$250000 earnest money payment to Pacific Development and
$25000 to each of the three qualifying design/build teams for
their work in preparing responses to the RFP This isa lot of

money to spend for proposal that still has as many questions
surrounding it as the purchase of the Sears building has
would like to suggest two alternatives for your consideration
before you commit to proceeding on Sears

First the Council could direct its negotiators to return to

Pacific Development with the instrUction that the $250000
earnest money payment be refundable if Metro decides not to

proceed with the purchase of the Sears building This would
allow us to review the proposals we will be receiving in the fall

to determine whether any of them meets our needs at price we
can afford to pay

Second the Council could reject the resolution and instead
direct staff to modify the RFP to open it to any and all

qualified proposers Council could then determine whether the

criteria of the Relocation Task Force were consistent with
Counàils criteria and assessment of the agencys needs This

would give us the opportunity to open the building acquisition

process to determine conclusively what our options are in terms

of site type of property new remodel or existing building
and cost SUch process would ensure that we got the best deal

for the publics dollar which is an assurance dont believe we

can make now



REGIONAL FACILITIES COMMITTEE REPORT

RESOLUTION NO 91-1494B AUTHORIZING THE EXECUTION OF SALE
AGREEMENT FOR THE ACQUISITION OF THE SEARS FACILITY

Date September 12 1991 Presented by Councilor Knowles

COMMITTEE RECOMMENDATION At its September 10 1991 meeting the

Regional Facilities Committee voted 41 to recommend Council
approval of Resolution No 911494B Voting aye were Councilors
Knowles Bauer Buchanan and McFarland Councilor Gardner voted
no

COMMITTEE DISCUSSION/ISSUES Chair Knowles explained that
Resolution No 911494B was substantially the same as the version
of the resolution the committee had approved earlier with the

deletion of the exemption of the design/build RFQ/RFP process
from competitive bidding requirements

Councilor Buchanan asked for clarification of the contents of

Resolution No 911494B Committee staff Casey Short explained
that the committee had approved the A1 version of Resolution No
911494 at its August 27 meeting That earlier version
authorized the Executive Officer to execute sale agreement for

purchase of the Sears facility and exempted the RFQ/RFP process
from competitive bidding requirements Subsequent to that

approval counsel had recommended the two parts of the resolution

be.eparated Just prior to consideration of 9ll494 the
committee approved Resolution No 91-1507 which authorized the

exenption The amended version of 911494 now contains Qrlly

the authorization to execute the sale agreement as well as other

provisions relating to Council approval of the sale closing and

analysis of the parking garage option

Councilor Gardner announced his intention to vote no on the
resolution because of his doubts regarding the basic sale itself
which he had discussed at the August 27 meeting



BEFORE THE COUNCIL OF THE

METROPOLiTAN SERVICE DISTRICT

FOR THE PURPOSE OF AUTHORIZING RESOLUTION NO.91-1494-
THE EXECUTION OF SALE Introduced by Rena Cusma
AGREEMENT FOR THE ACQUISITION OF Executive Officer

THE SEARS FACILITY EXEMPTING
THE HEADQUARTERS RFQ/RFP PROCESS
FROM COMPETITI\TE BIDDING PROCESS
PURSUANT TO METRO CODE 2.04.041

WHEREAS in October 1990 the Council of the Metropolitan Service District approved

Resolution No 90-1338 which authorized the execution of sale agreement for the acquisition of the

Sears facility as the site for Metros administrative offices and authorized an alternative procurement

process for selected contracts and

WHEREAS Resolution No.90 1338 provided for due diligence period which conditioned

the closing of the sale agreement by determination by Metro of the suitability of the Sears facility as

the Metro headquarters facility and

WHEREAS upon completion of the extended due diligence efforts Metros Relocation Task

Force informed the owners of the Sears facility that the study had shown that the Sears facility

including the adjacent garage was not economically suitable and allowed the initial sale agreement to

lapse and

WHEREAS an unsolicited proposal indicated the possibility of renovation of the Sears

building excluding the adjacent parking garage as the new Metro Headquarters Building within an

economically acceptable budget and

WHEREAS the Executive Officer and the Relocation Task Force have reviewed the pioposal

and recommend the execution of sale agreement attached as Exhibit which provides for the

closing of the sale of the Sears facility upon the satisfactory receipt and acceptance by Metro of

proposal to renovate the Sears building into Metro headquarters and for an independent series of

options to purchase the adjacent garage facility and

Metro staff
T1

preparation of two step design/build procurement RFQJRFP process-for the renovation of the Sears

building and

the RFQ phase of such procurement process has been completed with the

1i-inn nf thrte hih1v nut nccslffied design/build teams who would -- at-the-.L RFP ph
of the design/build procurement process



the alternative design/build RFOJRFP process will enable Metro to procure

renovated Headquarters building of high-quality at reduced costs and-will not-encourage favoritism or

substantially diminish competition and

the design/build nrocurement method has been employed successfully by other

governments and is recognized as modern and innovative contracting method

adequate time for full lowest bid bid process is not available prior to the

Sears facility Owners stated deadline for the closing of the Sale Agreement

Resolution No 91 1505 acts simultaneous wmi mis Resolution to authozed me

issuance of the desigii/build RFP and to ratify the previous issuance of the design/build RFQ and the

selection of three highly guwiii U5 LU continue in the desiThui1d competition.1

BE iT RESOLVED

That the Council renews its selection of the Sears facility as the site for Metros new

Headquarters Building

That the Council hereby authorizes the Executive Officer to execute the the attached sale

agreement and promissory note Exhibit for the acquisition of the Sears facility

That prior approval of the Council shall be required before the Executive Officer proceeds to

closing of the Sale Agreement

That the Council hereby directs the Executive Officer to undertake financial analysis of the

adjacent parking garage as basis for Council decision on the acquisition of that facility



iT FURTHER RESOLVED

That the Council acting as the Contract Review Board of the Metropolitan Service District

adopts the finds attached as Exhibit

That the Contract Review Board hereby exempts the Headquarters project design/build

etitive bidthn nrni rmriinnt to Metro Code 2.04041

ADOPTED by the Council of the Metropolitan Service District this day of September
1991

Tanya Collier

Presiding Officer


