FUTURE REPORT
FOR CITY COUNCIL MEETING OF: December 7, 2015
AGENDA ITEM NO.:

TO: MAYOR AND CITY COUNCIL

THROUGH: STEVE POWERS, CITY MANAGER//‘

FROM: MARK BECKTEL, AICP, INTERIM DIRECTOR
URBAN DEVELOPMENT DEPARMENT ~2Z»z < ;@‘

SUBJECT: FIRST AMENDMENT TO THE PURCHASE AND SALE
AGREEMENT WITH SUSTAINABLE FAIRVIEW ASSOCIATES,
LLC

ISSUE:

Shall the City Council approve the attached amendment to the Purchase and Sale
Agreement with Sustainable Fairview Associates, LLC for the acquisition of 29 acres for
use as a community park?

RECOMMENDATION:

Approve the attached amendment to the Purchase and Sale Agreement with
Sustainable Fairview Associates, LLC for the acquisition of 29 acres for use as a
community park.

SUMMARY AND BACKGROUND:

In 2001, Sustainable Fairview Associates, LLC (Seller), whose member is Richard S.
Hall, submitted the winning bid to lead the redevelopment of the former State of Oregon
Fairview Training Center, a portion of which is the proposed acquisition (Attachment 1).
The original site consisted of 275 acres of campus and open space. The original
concept for the site was to create a community that would be a model for sustainable
practices in building resource use, working, living, and learning. Both the City and the
Seller have long envisioned a Community Park in the area. Several pieces of the site
have been sold and have been, or are in the process of, being developed with
residential use. After completion of the proposed acquisition, the Seller will still have
acreage with which to complete additional commercial and residential development.

On August 10, 2015, Council authorized the City Manager to execute a Purchase and
Sale Agreement (Agreement) (Attachment 2) for 29 acres of land for use as a
Community Park. The Agreement required the Seller to secure and weatherize the
LeBreton building on the site with a maximum contribution from the Seller of $50,000.
As due diligence was completed, it was found that the cost to secure and weatherize
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the building will cost $140,000, mainly due to unforeseen problems with the roof and
gutter system.

FACTS AND FINDINGS:

Staff recommends that the Agreement be amended to require the Seller to deconstruct
the building prior to transferring the land to the City. This recommendation is based on
the high cost ($140,000) to secure and weatherize the building; the ongoing annual cost
to secure building; the anticipated high cost to renovate the building for an as of yet
undetermined use; the lack of funding source for the renovation, and; the lack of funding
source to maintain and operate the building after it has been rennovated.

The estimated cost to complete the deconstruction is approximately $190,000. In order
for the Seller to complete the deconstruction, it is necessary to amend the Agreement.
The First Amendment to the Agreement (Attachment 3), will require Seller to
deconstruct the building prior to closing. In order to accomplish this, the Purchase Price
of the property will be increased by up to $140,000 to cover the cost of deconstruction.
The $140,000 will be designated as non-refundable earnest money which can only be
used to deconstruct the LeBreton building. The Seller will still be responsible for
$50,000 of the deconstruction cost and will not realize a net gain in sales price due to
this amendment. Should the actual cost of the deconstruction be less than $190,000,
the remaining funds will be credited to the City as part of the Purchase Price at closing.

Funding for the property acquisition is identified in the FY 2015-16 adopted construction
budget (Fund 255), which contains a project called Community Park Property
Acquisition in the amount of $2.2 million. The source foy these funds for the acquisition

is Parks System Development Charges.
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Real Property Services Manager

Attachment 1: Site Map
Attachment 2: Purchase and Sale Agreement
Attachment 3: Proposed First Amendment
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ATTACHMENT 2

REAL ESTATE AGREEMENT

BY THIS AGREEMENT, effective on the date last signed by hoth parties
(“Effective Date"), Sustainable Fairview Associates, LLC, an Oregon limited
liability company (“Seller”) and the City of Salem, an Oregon municipal

corporation (“Purchaser”), do hereby agree as follows:

i Premises. Seller shall sell to Purchaser and Purchaser shall
purchase from Seller, at the price and on the terms and conditions set forth
herein, the real property, access and properly rights, and all improvements
thereto which are located in City of Salem, Marion County, Oregon, and are more
particularly shown on Exhibit A, attached hereto and incorporated herein,
("Premises”).

2. Purchase Price. Purchaser shall pay Seller a per-acre price of
$75,000 subject to final survey as stated in Section 4.7 (“Purchase Price”) for the
Premises.

24 Payment of Purchase Price.

At Closing, Purchaser shall pay the Purchase Price, less any Earnest
Money paid, in cash by wire transfer of immediately available US funds to an
account designated by Seller.

3 Earnest Money. Purchaser shall pay earnest money in the amount
of twenty-five thousand dollars ($25,000.00) to Seller within thirty (30) days of the
Effective Date of this Agreement. The Earnest Money payment shall be
refundable should the property transfer not occur for any reason.

4, Purchaser's Conditions.

4.1 Envlronmental Contingency. Purchaser may initiate a Phase |
and a Phase [l Environmental Assessment of the Premises upon satisfactory
demolition of structures as described in Section 4.3. If either Phase | or Phase |l
results indicate environmental liability issues that are unacceptable to Purchaser,
at Purchaser's sole discretion, then Purchaser may, on written notice to Seller,
terminate this Agreement and it shall be null and void for all purposes. If such
written nofice to terminate is not given to Seller on or before Closing, this
condition shall be deemed waived by Purchaser for all purposes.

4.2 Inspection Contingencies,

4,21 Inspection Expenses. All costs and expenses of all
Purchaser's tests, inspections, and studies will he paid by Purchaser when
due, regardless of whether this transaction closes. Purchaser shall not
allow any materialmen’s liens or other encumbrances on the Premises.
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4.3  Site Work,

4.3.1 With the exception of the LeBreton Building, Seller shall
demolish all structures, including foundation and basement walls, on the
Premises. Seller shall also back fill former building sites with clean fill and
no less than three feet of topsoil and remove all debris from the Premises.

4.3.2 All caps and walls for existing steam/access tunnels on the
Premises are to be demolished by Seller to a minimum depth of three feet
below finish grade. All improvements within said tunnels (piping, duct
work, etc.) shall be removed and tunnels filled with clean, structural fill
material and capped with no less than three feet of topsoil.

4.4  Vacatlon of Old Strong Road, Purchaser desires to have Old
Strong Road remain in place. Seller agrees suspend its application to vacate the
Old Strong Road right-of-way through Closing.

4.5 Road Construction. Purchaser agrees to fund and construct the
required half street improvements adjacent to the Premises for the street
identified in Exhibit B, upon development of the Premises. Should Purchaser
undertake its half street improvement prior to Seller completing the required half
street improvement along the same right of way of Seller’s adjacent property,
Seller may, at its sole discretion, contribute funds to Purchaser to complete
Seller's required half street improvement in lleu of completing the improvements
itself. The cost of Seller's half street improvement shall be mutually agreed to by
the parties in writing prior to construction.

4.6  LeBreton Bullding. Prior to Closing, Seller shall have the
LeBreton Building secured to Purchaser's satisfaction and sealed against the
weather, Work will include, but not be limited to, ensuring all window openings
are sealed and water tight, the roof has no leaks or allows any water intruslon,
and that all gutters and downspouts are working in satisfactory order. Purchaser
shall assign a representative to work with Seller to devise a plan and scope of
work for weatherization of the LeBreton Building. It is agreed that Seller's
maximum obligation toward weatherization of the LeBreton Building is $50,000.

4.7  Flnal Determination of Premises Area, At such time as
Purchaser and Seller agree to a final layout of the Premises, Seller shall
complete a survey, and updated legal description, and obtain final approval for a
property line adjustment, including recording a survey with Marion County. The
estimated size of the Premises is belween 27 and 30 acres. If an agreement on
the final layout Is not reached within 90 days of the Effective Date , then the
Agreement is terminated.

4.8  Reflnement Plan. Prior to Closing, Seller shall obtain final
approval, including exhaustion of any appeals, of a Refinement Plan, which is
consistent with the Park Master Plan identified in section 5.1 of this Agreement. If
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final approval of the Refinement Plan is not obtained prior to Closing, then
Purchaser may, on written notice to Seller, terminate this Agreement and it shall
be null and void for all purposes.

5, Scller's Conditions

5.1  Park Master Plan. Prior to Closing, Purchaser shall obtain
final approval, including exhaustion of any appeals, of a park master plan for the
Premises ("Park Master Plan"). The Park Master Plan shall identify the Premises
as a "community park” as described in Purchaser's Parks System Master Plan,
and set forth the approximate location and type of amenities to be included in the
proposed park. The Refinement Plan is contingent upon completion of a Park
Master Plan by Purchaser. If final approval of the Refinement Plan is not
obtalned prior to Closing, then Seller may, on written notice to Purchaser,
terminate this Agreament and it shall be null and void for all purposes.

6. Title Insurance,

8.1  Title Report. Within thirty (30) days after the Effective Date, Seller
will order a preliminary title report from the Escrow Agent with respect to the
Premises (the "Title Report”). The Title Report will be accompanied by the most
legible copies available of all special exceptions listed therein. Purchaser will
have thirly (30) days after its receipt of the Title Report and copies In which to
notify Seller in writing of Purchaser's disapproval of any exceptions shown In the
Title Report. Any special assessments shown on the Title Report that are
objected to by Purchaser will be included in Purchaser’s notice, In the event of
any disapproval, Seller will notify Purchaser in writing within fifteen (15) business
days after Purchaser's notification as to whether Seller agrees to remove any of
the exceptions so disapproved, and upon delivering the notice, Seller will have
until the Closing Date described in Section 14 to cause the exceptions that Seller
has agreed to remove to be removed of record and from the Title Report.
Purchaser will be deemed to have accepted all title exceptions to which it has not
timely ohjscted.

6.2 Rescigslon of Agreement—Title Defects. If Seller elects not to
eliminate any title exception disapproved by Purchaser, Purchaser may elect to
cancel this Agreement by written notice to Seller given on or hefore thirly (30)
business days after Seller's notification of the election. In this event, the Deposit,
if.any, will be forfeited by Purchaser and this Agreement will terminate. If
Purchaser does not elect to cancel this Agreement, Purchaser's objections to the
disapproved exceptions that Seller elected not to eliminate are deemed waived
and the Premises will be conveyed to the Purchaser with such defects without
credit against the purchase price. The foregoing notwithstanding, Seller agrees
that it will cause all trust deed liens or monetary encumbrances against the
Premises that are not accepted by Purchaser to be released of record by the
Closing Date. If Purchaser fails to give timely notice to Seller of termination under
this paragraph, then Purchaser’s right of termination will be deemed walved.
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Said title insurance policy shall be in the amount of the Purchase Price. Seller
shall hear the cost of the title insurance. Any extended title coverage shall be
paid by Purchaser.

7. Risk of Loss. All risk of loss, injury, damage or condemnation of
the Premises shall be transferred from Seller to Purchaser at the time of Closing.
If the Premises are partially destroyed or partially condemned at any time prior to
Closing and that portion of the Premises destroyed or condemned constitutes a
material part of this transaction, or if the Premises are totally destroyed or
condemned, either party may terminate this Agreement without liability or
obligation to the other party. All insurance proceeds and condemnation awards,
received by or accruing to Seller by reason of such loss, injury, damage, or
taking, shall be for the account of Seller, and the Purchase price shall not be
reduced thereby unless agreed between the parties prior to Closing. If the
Premises are partially destroyed or condemned and the loss or condemnation is
immaterial, the transaction shall be closed without reduction or adjustment in the
Purchase Price, and the proceeds of all insurance and all condemnation
proceeds shall accrue to Purchaser.

8. Taxes and Assessments: Closing Costs. Real estate and
personal property taxes, if any and all utilities shall be prorated between the
parties as of the date of Closing. Seller shall pay one-half of any closing fees,
including escrow fees. Recording Fees, transfer taxes and assessments, deed
stamps and one-half of any closing fees, including escrow fees, shall be paid by
Purchaser. Each party shall pay its own attorney fees and other expenses
incurred.

9. Title Documents.

9.1 Deed. Seller agrees to execute and deliver to Purchaser a
statutory warranty deed conveying title to the Premises, subject to the accepted
title exceptions of record.

10.  Possesslon. Purchaser shall be entitled to possession of the
Premises at Closing.

11.  Closing. The term “Closing" as used in this Agreement means the
payment by the Purchaser to Seller of that portion of the Purchase Price due at
Closing and the delivery by Seller to Purchaser of the warranty deed and title
insurance policy. Unless otherwise agreed by the parties, or the Agreement is
terminated pursuant to Sections 4, 5 and 6, Closing shall take place at the
earliest possible date, but no later than May 1, 2016. This transaction shall be
closed through an escrow that is to be held by a title company mutually agreed
upon by Purchaser and Seller. Each party shall execute and deliver on a timely
basis all escrow instructions, deeds, declaration of restrictive covenants, and
other documents reasonable necessary to close this transactlon.
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12.  Statutory _Warning (ORS  93.040(2)). THE PROPERTY
DESCRIBED IN THIS INSTRUMENT MAY NOT BE WITHIN A FIRE
PROTECTION DISTRICT PROTECTING STRUCTURES. THE PROPERTY IS
SUBJECT TO LAND USE LAWS AND REGULATIONS THAT, IN FARM OR
FOREST ZONES, MAY NOT AUTHORIZE CONSTRUCTION OR SITING OF A
RESIDENCE AND THAT LIMIT LAWSUITS AGAINST FARMING OR FOREST
PRACTICES, AS DEFINED IN ORS 30.930, IN ALL ZONES. BEFORE SIGNING
OR ACCEPTING THIS INSTRUMENT, THE PERSON TRANSFERRING FEE
TITLE SHOULD INQUIRE ABOUT THE PERSON'S RIGHTS, IF ANY, UNDER
ORS 195.300, 196.301 AND 195.305 TO 195.336 AND SECTIONS &6 TO 11,
CHAPTER 424, OREGON LAWS 2007, SECTIONS 2 TO 9 AND 17, CHAPTER
855, OREGON LAWS 2009, AND SECTIONS 2 TO 7, CHAPTER 8, OREGON
LAWS 2010. 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 THAT THE UNIT OF LAND BEING TRANSFERRED IS A LAWFULLY
ESTABLISHED LOT OR PARCEL, AS DEFINED IN ORS 92.010 OR 215.010,
TO VERIFY THE APPROVED USES OF THE LOT OR PARCEL, TO VERIFY
THE EXISTENCE OF FIRE PROTECTION FOR STRUCTURES AND TO
INQUIRE ABOUT THE RIGHTS OF NEIGHBORING PROPERTY OWNERS, IF
ANY, UNDER ORS 195.300, 195.301 AND 195.305 TO 196.336 AND
SECTIONS 5 TO 11, CHAPTER 424, OREGON LAWS 2007, SECTIONS 2 TO 9
AND 17, CHAPTER 855, OREGON LAWS 2009, AND SECTIONS 2 TO 7,
CHAPTER 8, OREGON LAWS 2010.

13,  Brokers. Seller and Purchaser warrant to each other that no
person or entity of any sort is entitied to any commisslon, broker fees, finder fees,

or other payment.

14,  Default. In the event that either party fails to close this transaction
when and as required hereby, the other parly's sole remedy Is to terminate this
Agreement, in which case this Agreement shall be null and void.

16.  Assignment.

16.1 Nelther this Agreement nor any rights arising under it may he
assigned or mortgaged by Purchaser without the prior written consent of Seller,
and any attempt to transfer this Agreement or any rights or interests arising
hereunder, by operation of law or otherwise, without such consent shall be void
and of no force and effect.

16.2 The rights and obligations arising under this Agreement shall run
with the land, and shall be binding on the parties’ successors and assigns. In the
event Seller sells, conveys, or otherwise transfers fee title to the Premises, or
interest therein, to a third party, Seller shall assign its rights and obligations



IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of
the date and year indicated below.

SUSTAINABLE FAIRVIEW ASSOCIATES, LLC

BV"Q“J (_\‘}"("Q\ Date__| ("f\'ttckwr 2815
Title (l\ef\pﬂ Con chix(jf‘

CITY OF SALEM
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ATTACHMENT 3

FIRST AMENDMENT

This is the First Amendment to that certain Purchase and Sale Agreement by and between THE
CITY OF SALEM, an Oregon municipal corporation (“Purchaser”) and SUSTAINABLE
FAIRVIEW ASSOCIATES, LLC, an Oregon limited liability company (“Seller”), dated August
21,2015 (Agreement). This First Amendment is effective on the date last signed by both parties

below.
RECITALS:

Whereas, pursuant to the Agreement, Purchaser agreed to purchase from Seller, certain real
property located at 2250 Old Strong Road SE, Salem, Marion County, Oregon, commonly
known as the former Fairview Training Center, and as described in the Agreement (the
“Premises™); and

Whereas, Purchaser desires to amend the Agreement to require deconstruction of the LeBreton
Building;

Whereas, to compensate Seller for the increased cost of deconstruction, the Parties agree to
increase the purchase price of the Premises as set forth in this First Amendment.

Now therefore, the Parties agree that the following sections of the Agreement be amended as
shown below:

2, Purchase Price. Purchaser shall pay Seller a per-acre price of $75,000 subject to final
survey as stated in Section 4.7, plus the lesser of $140,000 or the actual cost of deconstruction of
the LeBreton building (“Purchase Price”) for the Premises.

3 Earnest Money. Purchaser shall pay earnest money in the amount of twent—Hve one
hundred forty thousand dollars ($25;606-66-140,000.00) to Seller within thirty (30) days of the
Effective Date of this Agreement, or any amendment thereto. The Earnest Money payment shall
be non-refundable should the property transfer not occur for any reason. The earnest money
shall be used solely for the deconstruction of the LeBreton Building.




4, Purchaser’s Conditions

4.3 Site Work,

4.3.1 With-the-exception-of the LeBreton-Buiding; Seller shall demolish all

structures, including foundation and basement walls, on the Premises. Seller shall also
back fill former building sites with clean fill and no less than three feet of topsoil and
remove all debris from the Premises.

4,6  LeBreton Building. Prior to Closing, Seller shall have-deconstruct the LeBreton
Building including its foundation and basement walls. Seller shall also back fill the building site
with clean fill and no less than three feet of topsoil and remove all debris from the

Premises.seeured-to-Purchaser’s-satisfaction-and-sealed-against- the-weather—Weork-willinelude;
but-netbelimited-torensuring-allwindow-openings-are-sealed-and-water-tight-the roof has-ne
leaks-oralows-amwater-intrusionsand-thatallputters-and-dewnspeuts-are-working-in
s&&sfaﬁm%&?mehase%wﬂ%wen&%mﬂ%ew%&aﬁ%

and-seope-of-workfor-weatherization-of the LeBretonBuilding—It is agreed that Seller’s
maximum obligation toward weatherization deconstruction of the LeBreton Building is $56;000

$190.000. Should the cost to deconstruct the LeBreton Building be less than $190.000, the
difference shall be credited to Purchaser at Closing as part of the Purchase Price.

IN WITNESS WHEREOT the parties have caused this First Amendment to be signed in their
respective names by their duly authorized representatives as of the dates set forth below:

PURCHASER: SELLER:

City of Salem Sustainable Fairview Associates, LLC
By: By:

Its: Its:

Date: Date:



