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Oc-tober 10, l99l

Ms. Bertl Stevenson
METRO
20m S.W. Flot Avenue
Portloncl, OR 97201-5398

r r-3720.0r

SUBJECT: Prellmlnory Updote Of Leosl Cosl Anolysls Comporlng Currenl Seors
Bulldlng Proposol Wlth Othor Heodquorters Atlernollves

Deor Bertt

Followlng your requesl of October 9, '1991, we hove completed our osslgnmsnt
regordlng lhe obove sub,ect. Thls letter ond the otlochod exhtblts surnmorlze our
flndlngs regordlng thh engogement.

ln Morch of '1991, Robert Chorles Lesser & Co, prepored on onolysls of METRO's
proposed ownershlp ond odopllve reuse of lhe Seors Bulldlng. Thls 'leost cost
onolysls' wos sssonllolly o relotlve comporlson of the overoll occuponcy cost
ossocloted wlth lhe Seors Bulldlng versus olher potentlol heodquorters opllons.
Folkrwlrg completlon of our lnltlolstudy, o new Seors Bulldlng developmenl optlon hos
been formuloled ond, for the purposes of thls report. ls referred to os the Currenl Seors
Bulldlng proposol. The proposol ls summorlzed ln the ottoched document thot wos
supplled to us by MEIRO.

Agolnsi lhls bockground, the obJeclMe of our osslgnmenl wos to compore the Currenl
Seors Bultdlng opllon wlth thosq sumrnorlzed ln our eodler study. Two poslble Seors
Bulldlng optlons were evoluoted ln our lnlllol study; o lrodillonol ownershlp ollernolive
ond o leose/purchose opllon, The leose/purchose optlon hos been dropped from
conslderotlon ln thls present onolysls, ond the prevlous Seors Bulldlng ownershlp optlon
ls henceforth refened to os the lnlllolSeors Bulldlng proposol.

Every etforl wos mode to onolpe the Cunent proposolln o monner conslslenl wlth our
prevlous sludy, Thls gool wos lorgely ochleved, wlth the exceptlon of the omount of
spoce occupled by MEIRO. The Current Seors Bulldlng proposol ossumes thot METRO
wlll eventuolly occupy 69,000 squore feet of usoble spoce, whereos oll prevlous
scenorlos ossume thot METRO wlll occupy 65,00 squoro feet of spoce. Thls foclor
okrne. howover. does not olter the fundomentol corrclusbns dlscused below.

The onolysls presented hereln follows lhe some formol os our Morch sludy, ln whlch
the vorlous olternotlvgs ore compored on lhe bosls of three prlmory moosures: l)
developmenl cosls, lncludlng oggrogole cost ond cost per squore lool: 2) estimotod
cosh outloys ossocloted wllh occuponcy durlng the flrst l0 ond 25 yeors; ond 3) tho
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present volue of oll cosh occuponcy costs durlng o 2$yeor perlod, les the present
volue of the property's reverslon volue otter 25 yeors. The results of our onolysls ore
presented ln EXHIBITS I through 5, ond brlefty summorlzed below.

Among lhe four ownershlp optlons summorlzed ln EXHIBIT 2, the Curenl Seor Buildlng
proposol represents the hlghest overoll proJect cost on o dollor per usoble squore fool
bosls. ot opproxlmotely S235,m per squore fool,'ond lhe lowesl tolol development
cost ot S16,2 mllllon. By comporlson,lhe lnttlol Seors Bulldlng proposol wos nexl most
expenstve optlon ln bolh dollor per squore foot orrd oggregole terms, of 5202.0 ond
525.8 mllllon, respeclMely.

Among oll optlons onolped, the Current Seors Bulldlng proposol wos fourth most
expensMe when meosured ln terms of nel cosh outloy for occuponcy costs durlng the
lntllol l0 yeors of occuponcy (EXH|BIIS 3 ond d). As ln our prevtous onotysls, the leose
optlons oppgor to represent lhe besl volue durlng the flrst decode of occuponcy. ond
the lnltlol Seors Bulldlng proposol remolns lhe most expenstve opilon.

You moy tecollthol the cosh oulloy summorles ln EXHIBIT 4 do nol reflect the bulc,-up of
eqully thot occurs under lhe ownershlp scenorlos ond therefore tend to overslole the
lrue economlc cost these optlons. The fundomenlol dlfferences bstween teose ond
ownershlp otternotlves con, however, bs corrected for by comporlng the net
occuponcy ossocloted wlth eoch olternollve on o prosent volue bosls. Thls ]s
occompllshed by colculotlng the present volue of nel occuponcy cosl osocloted
wlth eoch oplbn over o 25 yeor perlod. ln the cose of ownershlp opllons, the presenl
volue of the property's reverslon volue of the end of 25 yeors ls olso colculoled, ln
essgnce, the reveolon volue, or occrued equlty ln the properly nel of depreclotbn,
represents o net reductlon ln the true ecorromlc cosls lncurred ovsr the 25 yeor perlod.

Meosured ln lerrns of lhe net present volue of overoll occuponcy costs durlng o 25-
yeor perlod, lhe Curent Seors Bulldlng proposol represents the thlrd most expenslve
heodquorters optlon on o dollor per usoble sqtrcre fool bosls (EXHIBIT 5). Conststent
wllh our lnltlol study, nsw construcllon ln the Lloyd Dlslrlcl wos the leost expenstve
opllon ln oggregole, ond the lnttlol Seors Bulldlng proposol wos thlrd most expenslve
olternollve.

ln relollve presenl volue lerms,lhe Cunenl Seors Bulldlng proposot ls roughly 44% more
expenslve thon the leost costly olternoltve - sllghtly fnore expensfue thon the lnlllol
Seors Bulldlng proposol. Thls flndlng ls not lnconslstent wtlh the focl thot the Current
Seors Bulldlng proposol hos lhe lowest totol development cosl omong ownershlp
opllons becouse: l) 11 ls the mosl expenslve optlon on o dollor per squore fool bosls;
ond 2) ll hos o lower reverslon volue thon does the lnlllol Seors Bulldlng proposol
(EXHTBTT 4).

As we lndlcoled ol lhe concluslon of our lnltlol sludy. lhls ls o comporatlve onolysls
whlch demonstrotes the relottve cosf omong vorlous dlsporole heodquorlers optlons.
ond should not be used for the purposes of budgetlng. The octuol costs ossocloted
wllh ony speclflc olternotlve con only be delermlned through detolled finonclol
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onolyds, os ln tho ottochod August l3th document prepored by MEIRO. whlch wos
outslde the scope of thls study or our prgvlous etforts,

We olso stress thot thls onolysls does nol reflect ony potenllol publlc beneflts or
operotlonol efflclencles ossocloled wlth these or ony other posslblo locollon opllons.
We recognEe, however, thot guch foclors must ultlmotely be glven conslclerollon - lf
not on o quonttlotVe bosls, ot leost quolltotlvely.

As olwoys,lt hos been o phosure worklng wlth you on thls oslgrrnent. lf you hove ony
quesllons or comments regordlng lhe flrdlngs. pleose do not hesllole io coll.

Slncerely,

ROBERI CHARLES LESSER & CO.

Stephen M. Gombee
Dlreclor of Consuttlng
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EXHBTT 1

HATslC L D€SCnpTKnas
SCARS B{,T.Oi.G & trARA'TIYE ALTEF'{ATIVES

(sEt d ln 199t Don.rt)
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SOURCE: RoDe<l Chdes tes & Co.
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EXMBTT 2

ST.INARY OF DEYELOPEilT COSTS
SEAHS BT'ILDI}IG Ti COXPARAT]VE ALTERNATI\GS

(Statcd ln 1991 Dottars)

$800,000 $1 7,200,000

$1 ,000,000 s1s,584,000

$3,325,000 3 / 522,477,OOO

$2,235,O0O 2 I $1 4,006,000

N/A N/A

N/A N/A

$18,000,000

$16,584,000

$2s,802,000

s16,241 ,000

N/A

N/A

$175.97

s184.27

s201.58

$235.04

N/A

N/A

1/ Land cost under Sears sconarioc based on appraised vajue of $25 per sF.Z lncludes land allocated lo building onty.
3i/ lrrcludes land allocated to building and parking struciture.
4/ Costs exclude anticipated expenditures for new F.F.&E., ostimated at S1,2OO,OOO.
5/ Total pro.iect costs reflect eslimaled total bonding amount required under each scenario.
6/ Cost per usable squar€ foot; based on the total b'uilding area.

SOURCE: Robert Charbs Lesser & Co-
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Stay Put/Lase 25,(X)O SF Withln Watktng Otstatrce

Entq lnto N* Long-Term Lease ln One l_oation

Nes Consrvction ln Lloyd Dlstrbt
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EXHIBTT 3

SUMTIABY OF FTBST \I'EAR OCCI'PANCY COSTS
SEARS BIXLD]NG & CoMARATTVE ALTERNATWES

(Stated ln 19t11 Doilars)
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1 / Based on 65'000 usable SQ. Ff. occuged by METRO in all scenarios except Current Sears Buitding Fxopo.al, v
assumes METRO ooorpies 69,100 SQ. FT.
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EXHIBTT 4

SUIfiATY OF CASH OUITAYS
SEARS BUILDING & C!*PARATIVE ALTERNATTVES

(Not Discouittd)

$13,334,999 $36,913,924

$13.779,933 $37,357,969

$14,963,248 $31,354,976
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s17,108,077 s34,756,872

$20,092,230 s4't,416,100

N/A

N/A
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Cumulative
Cash Ortay

Buildirq & Land
Reversion Value

Yr. 1 Yr Yr. End

SOURCE: Robert Chartes Lesser & Co.
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EXHIBIT 5

2IYEAR LEAST CO6T AI{ALYSA
S€ARS B'[.OF|G & @TPARAT]VE AI.TERIIAT]YES

(StrH tn 1991 tlofirr)
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$1 0,701.1 20
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3't r 4.56
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s163.13
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s1 ,1 12.9s9

33,1 57.344

33,254.911

$4,079,478

34.320,049
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1 / Prssefi vadr're ol anfiral cash otrtlay for rsfll or occiJpanc, @sts. (Note: kr the case o{ ornership options,ttese costs aftt not o{ the presenl value of the bulldirg's rwrsion at end oi Z*yea poriod.)2l Ba6od on 65.0@ usaHe So. FT. occrrpied by METFto h dl scenarios excep( Curern Sors Buildirp propoeal, w6ichassunos METRO occlrpi€s @,100 SO. Ff.
3 / F(?rrres lnw been rwnded.

SOURCE: Bobert Chartes Lasser E Co.
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