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MEMORANDUM OF UNDERSTANDING BETWEEN THE CITY OF
JOHN DAY AND DAVID AND FRANCES HOLMSTROM REGARDING
2019 U.S. DEPARTMENT OF TRANSPORTATION BUILD GRANT

This Memorandum of Understanding (“MOU”) is entered into on July 15, 2019
(“Effective Date”) by and between the City of John Day (“City”), an incorporated city in
Grant County, Oregon and Dave and Fran Holmstrom (“Holmstroms™), who own certain
real property within and adjacent to the city limits.

WHEREAS, City is applying for the U.S. Department of Transportation’s 2019 Build
Grant to improve access to reliable transportation and promote regional connectivity and
economic growth in the John Day area; and

WHEREAS, City owns approximately 90-acres of buildable land around the John Day
River and U.S. Highway 26 (the “Area”) that is currently disconnected from city streets
and state highways; and

WHEREAS, City has developed a master plan for the Area that includes creating new
residential, commercial and industrial opportunities as well as public recreation and
open space (the “Project”); and

WHEREAS, City has created a team of public and private agencies to improve the
Area’s infrastructure, including but not limited to water, wastewater, reclaimed water,
electric and broadband services; and

WHEREAS, Holmstroms own approximately 3,400 acres of real property surrounding
John Day, including 130 acres within city limits zoned Residential General, as shown
in Exhibit A; and

WHEREAS, the City and Holmstroms wish to work together to promote their mutual
interests in extending and improving the Project infrastructure to promote new
residential housing opportunities;

NOW THEREFORE in consideration of the mutual covenants and agreements set
forth herein, and for other good and valuable consideration, the City and Holmstroms
agree as follows:

1. 2019 Build Grant Application: City will apply for the 2019 Build Grant to
assist in funding the Project and in extending infrastructure in the Area,
including but not limited to preliminary and final engineering, site design and
utility services.






2. Public Right-of-Way. Holmstrom’s will make available to City adequate right-
of-way within their property to accomplish the Project scope of work that affects their
property, as shown in Exhibit B, which includes:

a. Extension of Charolais Heights from its current terminus east and south,
following the route of the existing gravel drive, to the intersection with
7™ Street.

b. Extension of Charolais Heights from 7t" Street to the John Day River.

c. New bridge across the John Day River connecting 3" Street to 7t Street.

3. Residential Development. City and Holmstroms will coordinate planning and
development of residential housing upon completion of the street infrastructure for the
Project, as shown in Exhibit C, which includes:

a. A subdivision partition of four lots on the north side of Charolais Heights,
beginning at the eastern edge of the existing developments.

b. Right-of-way and utility access capable of servicing future residential
developments.

4. Term. Unless terminated prior to the expiration date in accordance with the
terms and conditions of this MOU, the term of this MOU shall be for a period of twelve
(12) months from the Effective Date. The parties may decide to extend the term of this
MOU at any time by mutual agreement in writing.

5. Proprietary Information.

a. The term “proprietary information” used in this MOU means confidential
information and/or data exchanged between the parties in oral, visual, written, printed,
or electronic form during the course of their communications. The parties agree to
protect each other’s proprietary information. Proprietary information must be clearly
marked as such in writing by the disclosing party within ten (10) days of such
disclosure. The parties agree that any proprietary information will be used solely for
the purposes outlined in this MOU and neither party will divulge such proprietary
information to any person or other parties without prior written consent of the
disclosing party. The standard of care for protecting such information, imposed on the
party receiving proprietary information, will be that degree of care the receiving party
uses to prevent disclosure, publication or dissemination of its own proprietary
information.

b. Proprietary information does not include information which: (1) is in the
public domain at the time of disclosure or thereafter enters the public domain other
than through a breach of this MOU; (2) is lawfully obtained from a third party under
circumstances permitting the receiving party to use or disclose the information without





restriction; (3) is independently developed by the receiving party; or (4) is required to
be disclosed as a result of the Oregon Public Records Law, ORS 192.410 et seq., or by
governmental or judicial action.

c. Upon termination or expiration of this MOU, unless prior to the
termination or expiration the parties mutually sign and execute one or more definitive
agreements regarding the transactions contemplated by this MOU, the receiving party
shall return or destroy the other party’s proprietary information.

6. Indemnification. The City, including its elected and appointed officials, and
Holmstroms, agree to mutually indemnify and hold each other harmless from and
against any and all claims, damages, losses, liabilities, and expenses (including
reasonable attorneys’ fees, incurred in connection with investigating or defending
against any such claims, damages, losses or liabilities), related to or arising out of their
activities hereunder. Notwithstanding the foregoing, neither party shall be liable for
indemnification with respect to any loss, claim, damage, liability, or expense if, by a
final judgment, such loss, claim, damage, liability, or expense primarily resulted from
the other party’s willful misconduct or gross negligence in performing its obligations
hereunder.

7. Dispute Resolution. The City and Holmstroms shall attempt in good faith to
resolve any controversy, claim, or dispute between them arising out of or relating to
this MOU and the transactions contemplated hereby, by prompt negotiation between
representatives who have authority to settle the dispute. If any dispute is not resolved
by mutual agreement, the parties may, by mutual written consent, submit the dispute
to non-binding mediation, in a forum and according to the procedures jointly agreed to
by the parties. If non-binding mediation does not result in a resolution of the dispute,
then the parties shall submit the dispute to binding arbitration in accordance with the
rules and processes of the American Arbitration Association.

8. Assignment. Neither the City nor Holmstroms may assign this MOU or any part
thereof or interest therein without the prior express written consent of the other party.

9. Governing Law. The interpretation and enforcement of this MOU shall be
governed by the laws and regulations of the State of Oregon applicable to agreements
made to be performed entirely within that state.

10. Change in Law: In the event there is a change in a federal or state statute or
regulation applicable to this MOU, either party may notify the other party in writing
of its desire to amend this MOU in order to comply with the change in statute or
regulation. The City and Holmstroms may by written request amend this MOU to
comply with such change in statute or regulation provided that such amendment is
approved by both parties.






11. Amendment: This MOU may be amended only by a written amendment that is
signed by the authorized representatives of both parties.

12. Severability: Should any provision or sections of this MOU be determined to
be void, invalid, or otherwise unenforceable by any court of competent jurisdiction,
that determination shall not affect the remaining provisions or sections of this MOU,

which shall remain in full force and effect.

IN WITNESS WHEREOF, This MOU shall inure to the benefit of and be binding
upon the parties and their respective successors and assigns.

HOLMSTROMS /f

M&nﬂstr@aﬁf

Slgn =i PR AT/

Date: 7//{(// g

Name: Fran Holmstrom

Sign: _ Jer XfptrrgZaprrr—

Date: ’7//0’//7

CITY OF JOHN DAY

Name: Nicholas Green

Title: City Manager

Date: 07.15.2019

Sign.:






Exhibit A. Holmstrom Property in Project Area
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Exhibit B. Project Area Maps

[enclosed]





CULVERT TYP.

’ EX. MANHOLE TYP.

.*3

.\C}

A

Area for Four-lot
Subdivision
PER PROPOSED
SECTION 3-3
FIRE HYD. TYP. © 4 PROPOSED CHAROLAIS HEIGHTS
‘ ‘ | ;
o4 EX. FIRE HYD. —/

A\

PER PROPOSED

SECTION 4—-4

4

f

UR

)

50" ROW

2’ GRAVEL SHOULDERL—»LiMr' TRAVEL LANE—»LiMr' TRAVEL LANE—»L—J»Z' GRAVEL SHOULDER

&
3" NEW
ASPHALT
12* 3/4"-0"
BASE ROCK
3 N
S 2, P
2> 4

% 8° SANITARY
8 WATERLINGE (5/7

TYPICAL SECTION 4-4

©oo UTILITY LINES

o ™ 4 CONDUIT

6" HDPE
IRRIGATION
WATER

NTS

Jd450d404d

AVM HO107d4504d

2" GRAVEL SHOULDERL—%WZ' TRAVEL LANE#WZ’ TRAVEL LANE—L—J»Z GRAVEL SHOULDER

50" ROW

&

TYPICAL SECTION 5-5

<{/> 8” SANITARY

[e]ele]
o \UTILNY LINES
4 CONDUIT

NTS

|
00?

g

SCALE: 7

REVISIONS BY

CITY INFRASTRUCTURE
IMPROVEMENT PLAN
CITY OF JOHN DAY

— 12+00

CHAROLAIS HEIGHTS AND
PROSPECTOR WAY
STA 0+00

97845

% ISUL ENGINEERING

158 E. MAIN STREET
JOHN DAY, OREGON
(541) 575-3777

DRAWING: GCRD SS PLAN.DWG

DATE - JuLY 2019

SCALE NOTED

XX

OF XX SHEETS






PROPOSED
PROSPECTOR WAY

\ | scare: 17=100°

PROPOSED CHAROLAIS HEIGHTS \

= |

\ END ADA RAMP

50" ROW

-
/ \ -
D b
STANDARD MANHOLE TYP. i
Lot [l
FIRE HYD. TYP. / \ I TIT
N 4 o ¢— (209
N Lot fld
_— — A hl_
o0 5 CATCH BASIN TYP. s — T o —
- ——=0
B T T > Z
/ EEEEEN IP\ROPOSED — LOO‘P‘ EEEEEN /@ -
ADA RAMP AND PARKING ADA RAMP g N E o4

PER PROPOSED
SECTION 7-7

PER PROPOSED
SECTION 8-8

e
e

o7

|[Existing City Well |

J 68" ROW

4" CONC SIDEWALK
4" 3/4'-0" BASE ROCK

3 NEW ASPHALT

STANDARD
6" CURB

et e

v
2 14.‘ &

O

5 SIDEWALK 7 PARK‘NC’LiQ’ TRAVEL LANE——L—WZ’ TRAVEL LANE 4.5
' LANE P
8 PLANTER ¢
6" CURB 68” CURB

50" ROW

5" SIDEWALK 12" TRAVEL LANE—=l=——12" TRAVEL LANE PLiNSTER L
15" PLANTER g
6” CURB 6” CURB

4" CONC SIDEWALK
4" 3/4-0" BASE ROCK

J 6” ROW

LANTER

3" NEW ASPHALT

STANDARD

12" STORM

S z $2282202"
8" WATER LINE (fg' SANITARY

TYPICAL SECTION 7-7

NTS

° \ UTILITY LINES

4 CONDUIT

° \UTILITY LINES

4 CONDUIT

12" STDRMJ@ Q\;

8" WATER LINE

TYPICAL SECTION 8-8

NTS

REVISIONS BY

CITY OF JOHN DAY

CITY INFRASTRUCTURE
IMPROVEMENT PLAN

— 24+00

CHAROLAIS HEIGHTS
STA 12400

% ISUL ENGINEERING

158 E. MAIN STREET

JOHN DAY, OREGON 97845

(541) 575-3777

DRAWING: GCRD SS PLAN.DWG

DATE  JuLY 2019

SCALE NOTED

IRAWN  GB

JoB XX=XXX
SHEET

XX

OF XX SHEETS






11

SEE SHEET
SEE SHEET 12

PROPOSED CHAROLAIS HEIGHTS

| scace: 17=100°

PER PROPOSED
SECTION 7—7

/

PROPOSED/

LANE
¢ 6” CURB

PLANTER

3 NEW ASPHALT

12" 3/4"-0" BASE ROCK

© <4 FIRE HYD. TYP. \
s ‘ 8=00 4‘* & 28400 ‘ 30+00 i ‘
S 23 @ 0 J'
= 1 T/\ )k\
o ¢ k A L
BUS BAY ADA RAMP h
PER PROPOSED 3 PER PROPOSED
SECTION 8-—8 — 3 SECTION 3—3
<
Ly
- N\
s
I
— |
™N
3
- N ‘ 50" ROW
N |
@ PLZNSTER t7 TQEE‘NG*L—WO’ TRAVEL LANE——=l=——10" TRAVEL LANE——=|=-7" PARKING 7.5
o / 6” CURB : .
O
g
STANDARD 6
Q. p
/ % < < 7
<>\12' STORM <%\;
b 8" WAT
STANDARD MANHOLE TYP. // © //
/ N
g A/
§ o,/
i~ &

8" SANITARY ° \UTILITY LINES N N
4 CONDUIT \\
ER LINE N N

‘ 50° ROW ‘
S SIDEWALK 7 PARKING | oy TRAVEL LANE—=l=—— 12 TRAVEL LANE 4.5 L
6" ROW 8’ PLANTER LANE ¢ PLANTER

6” CURB

6” CURB

4" CONC SIDEWALK
4 3/4“-0" BASE ROCK

3 NEW ASPHALT

STANDARD
12 3/4"-0" BASE ROCK

127 STORM o

8" WATER LINE 4 CONDUIT

([ 8” SANITARY

o
UTILITY LINES

T'YPICAL SECTION 7-7

I'YFPICAL SECTION 3-3 NN

50" ROW

J 6” ROW

5" SIDEWALK 12" TRAVEL LANE——=l=——12° TRAVEL LANE PLXN5TER L
15" PLANTER c
6” CURB b 6” CURB

4% CONC SIDEWALK
3 NEW ASPHALT
4% 3/4°-0* BASE ROCK
STANDARD N
6' CURB 4 "—0” -
o | oy 12" 3/4"-0* BASE ROCK
4
8 e e 5
Jp [e]eTe}
12* STORM % © \\__UTILITY LINES
8" WATER LINE 4 CONDUIT

‘A
T'YPICAL SECTION 8-8

REVISIONS

BY

CITY OF JOHN DAY

CITY INFRASTRUCTURE
IMPROVEMENT PLAN

CHAROLAIS HEIGHTS AND
/TH STREET EXTENSTION

97845

% ISUL ENGINEERING

158 E. MAIN STREET
JOHN DAY, OREGON
(541) 575-3777

S7+76

STA 24+00

DRAWING: GCRD SS PLAN.DWG

DATE - JuLY 2019

SCALE NOTED

OF XX SHEETS






Exhibit C. Charolais Heights 4-Lot Subdivision and Future Residential Development
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MEMORANDUM OF UNDERSTANDING BETWEEN THE CITY OF
JOHN DAY AND MAHOGANY RIDGE PROPERTIES REGARDING 2020
U.S. DEPARTMENT OF TRANSPORTATION BUILD GRANT

THIS MEMORANDUM OF UNDERSTANDING (“MOU”) is entered into on May 15,
2020 (“Effective Date”) by and between the City of John Day (“City”), an incorporated
city in Grant County, Oregon and Mahogany Ridge Properties (“MHP”), whose address is
oi S fa&yann Bivd ., John ]hﬁ , Oregon 97845.

WHEREAS, City 1s applying for the U.S. Department of Transportation’s 2020 Build
Grant to improve access to reliable transportation and promote regional connectivity and
economic growth in the John Day area; and

WHEREAS, City owns approximately 90-acres of buildable land around the John Day
River and U.S. Highway 26 (the “Area”) that is currently disconnected from city streets
and state highways; and

WHEREAS, City has developed a master plan for the Area that includes creating new
residential, commercial and industrial opportunities as well as public recreation and
open space (the “Project”); and

WHEREAS, City has created a team of public and private agencies to improve the
Area’s infrastructure, including but not limited to water, wastewater, reclaimed water,
electric and broadband services; and

WHEREAS, MHP owns approximately 80-acres of property zoned Residential
General east of the Area, identified as Mahogany Ridge, as shown in Exhibit A; and

WHEREAS, MHP is a family-owned land development and construction company
with prior housing development experience capable of executing their proposed
housing projects in John Day; and

WHEREAS, the City and MHP wish to work together to promote their mutual interests
in extending and improving the Project infrastructure to promote new workforce
housing opportunities in the city;

NOW THEREFORE, in consideration of the mutual covenants and agreements set
forth herein, and for other good and valuable consideration, the City and MHP agree
as follows:

2020 Build Grant Application: City will apply for the 2020 Build Grant to
assist in funding the Project and in extending infrastructure in the Area,





including but not limited to preliminary and final engineering, site design and
utility services.

2. Public Right-of-Way. MHP will make available to City adequate right-of-way
within the Property to accomplish the Project scope of work that affects the
Property, as shown in Exhibit B.

3. Residential Housing Development. City and MHP will coordinate planning
and development of new residential street and utility improvements for the
Project, to be formalized in subsequent agreements. The scope for these
agreements shall include, but is not limited to, the following:

a. MHP will contribute the 20-percent matching funds requirement for the
Mahogany Ridge residential development, based on the City Engineer’s
project cost estimate enclosed in Exhibit C.

b. City and MHP will enter into a Development Agreement upon approval
by the U.S. DOT to jointly develop the street and utility infrastructure for
the Mahogany Ridge residential development.

4. Term. Unless terminated prior to the expiration date in accordance with the
terms and conditions of this MOU, the term of this MOU shall be for a period of twelve
(12) months from the Effective Date. The parties may decide to extend the term of this
MOU at any time by mutual agreement in writing.

5. Proprietary Information.

a. The term “proprietary information” used in this MOU means confidential
information and/or data exchanged between the parties in oral, visual, written, printed,
or electronic form during the course of their communications. The parties agree to
protect each other’s proprietary information. Proprietary information must be clearly
marked as such in writing by the disclosing party within ten (10) days of such
disclosure. The parties agree that any proprietary information will be used solely for
the purposes outlined in this MOU and neither party will divulge such proprietary
information to any person or other parties without prior written consent of the
disclosing party. The standard of care for protecting such information, imposed on the
party receiving proprietary information, will be that degree of care the receiving party
uses to prevent disclosure, publication or dissemination of its own proprietary
information.

b. Proprietary information does not include information which: (1) 1s in the
public domain at the time of disclosure or thereafter enters the public domain other
than through a breach of this MOU; (2) is lawfully obtained from a third party under
circumstances permitting the receiving party to use or disclose the information without





restriction; (3) is independently developed by the receiving party; or (4) is required to
be disclosed as a result of the Oregon Public Records Law, ORS 192.410 et seq., or by
governmental or judicial action.

c. Upon termination or expiration of this MOU, unless prior to the
termination or expiration the parties mutually sign and execute one or more definitive
agreements regarding the transactions contemplated by this MOU, the receiving party
shall return or destroy the other party’s proprietary information.

6. Indemnification. The City, including its elected and appointed officials, and
MHP, agree to mutually indemnify and hold each other harmless from and against any
and all claims, damages, losses, liabilities, and expenses (including reasonable
attorneys’ fees, incurred in connection with investigating or defending against any such
claims, damages, losses or liabilities), related to or arising out of their activities
hereunder.  Notwithstanding the foregoing, neither party shall be liable for
indemnification with respect to any loss, claim, damage, liability, or expense if, by a
final judgment, such loss, claim, damage, liability, or expense primarily resulted from
the other party’s willful misconduct or gross negligence in performing its obligations
hereunder.

7. Dispute Resolution. The City and MHP shall attempt in good faith to resolve
any controversy, claim, or dispute between them arising out of or relating to this MOU
and the transactions contemplated hereby, by prompt negotiation between
representatives who have authority to settle the dispute. If any dispute is not resolved
by mutual agreement, the parties may, by mutual written consent, submit the dispute
to non-binding mediation, in a forum and according to the procedures jointly agreed to
by the parties. If non-binding mediation does not result in a resolution of the dispute,
then the parties shall submit the dispute to binding arbitration in accordance with the
rules and processes of the American Arbitration Association.

8. Assignment. Neither the City nor MHP may assign this MOU or any part thereof
or interest therein without the prior express written consent of the other party.

9. Governing Law. The interpretation and enforcement of this MOU shall be
governed by the laws and regulations of the State of Oregon applicable to agreements
made to be performed entirely within that state.

10. Change in Law: In the event there is a change in a federal or state statute or
regulation applicable to this MOU, either party may notify the other party in writing
of its desire to amend this MOU in order to comply with the change in statute or
regulation. The City and MHP may by written request amend this MOU to comply
with such change in statute or regulation provided that such amendment is approved
by both parties.





11. Amendment: This MOU may be amended only by a written amendment that is
signed by the authorized representatives of both parties.

12. Severability: Should any provision or sections of this MOU be determined to
be void, invalid, or otherwise unenforceable by any court of competent jurisdiction,
that determination shall not affect the remaining provisions or sections of this MOU,
which shall remain in full force and effect.

IN WITNESS WHEREOF, This MOU shall inure to the benefit of and be binding
upon the parties and their respective successors and assigns. Mahogany

MAHOGANY RIDGE PROPERTIES CITY OF JOHN DAY

Name: Rm&“j(om(//g/;g, 7 ((p)mg/ Name: Nicholas Green

Title: City Manager

Date: ﬁ?c«\, /7 1010 My |7 020 Date: 7/ [f—

Name: Joshua T s ka/mlna/uahker Sign.: / [£7 f2610

Sign.: ﬁ/ /‘/‘\'LL\ /ﬁaﬂz/ﬂ/ Zé/\
Date: mfw 172020 7/%»4%%%7






Exhibit A.
MHP Property in Project Area
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Exhibit B.
Project Area Maps
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Exhibit C.
Engineers Project Cost Estimate — Mahogany Ridge
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Engineer's Estimate

Mahogany Ridge Street Improvements
Rough Construction Cost

5/15/2020
Description of Improvements: This includes the expansion of streets and utilities for Mahogany Ridge, to develope approximately
18.2 Acres - 11 multi family lots. Previous developement in the areas has stubs for the sewerand water property. Power and Fiber-
optics are located overhead at HWY 26 and will be provided under ground along the streets. The property is on a hillside and roads
be graded to minimize impact and balance the cut/fills as much as possible. As part of the road construction all the utilities (sewer,
water, storm and private utilities) will be installed prior to construction of the pavement. A roadside ditch and cross-road culverts
will divert runoff way from future structures and into the existing drainages. The existing drainages are very seasonal, only high
rainfall or snow melt create flow in these drainages, for a limited amout of time. The drainage eventually connect to a culvert
system on HWY 26.
Typical Section Length
25 ft. wide Paved Section 4200 ft
3 in. of HMAC over
4 in. of 3/4"-0" Crushed Rock Base over
8 in. of 2"-0 Crushed Base Rock
Description | auan. | uniT | JunITPRICE | |TOTALPRICE
General
Mobilization (7.5%) 1 LS $ 107,973.38 S 107,973.38
Temp Traffic Control 1 LS $ 12,000.00 S 12,000.00
Erosion, Sediment & Pollution Control 1 LS $  25,000.00 S 25,000.00
Clearing/Striping 1 LS $ 20,000.00 S 20,000.00
Street
Grading- Cut/Fill 8500 CcY S 15.00 S 127,500.00
Sawcut AC 70 LF S 3.00 $ 210.00
HMAC 1600 Ton S 135.00 $ 216,000.00
2"-0" C.R. Road Base 1970 CcY S 32.00 $ 63,040.00
3/4"-0" Base Rock 1400 CcY S 37.00 $ 51,800.00
Waterlines
8" C-900 3129 LF S 55.00 $ 172,095.00
6" D.I. 105 LF S 50.00 $ 5,250.00
8" x 8" Tees 3 EA. S 600.00 $ 1,800.00
8" x 6" Tees 7 EA. S 550.00 $ 3,850.00
8" Bend 28 EA. S 500.00 $ 14,000.00
8" Gate Valves 19 EA. S 900.00 S 17,100.00
6" Gate Valves 7 EA. S 700.00 S 4,900.00
Fire Hydrant 7 EA. S 4,250.00 S 29,750.00
End Line Blowoff 3 EA. $  1,000.00 S 3,000.00
Service Meter & Tap 39 EA. S 750.00 S 29,250.00
Sanitary
8" 3034 PVC 2980 LF S 65.00 $ 193,700.00
48" Manhole 23 EA $  4,500.00 $ 103,500.00
Service 39 EA $ 750.00 $ 29,250.00
Service Line 880 EA S 45.00 S 39,600.00
Storm Drain
Oversize Field Inlet 1 EA S 4,500.00 S 4,500.00
Storm M.H. 1 EA. $ 675000 [$ 6,750.00
30" HDPE 580 LF S 120.00 $ 69,600.00
12" Culvert 120 LF S 60.00 $ 7,200.00
Misc. Utilities (Power, Fiber-optics) in Common Trench
Fiber Optics Vaults 12 EA $  2,500.00 S 30,000.00
Power Transformer/ Vault 12 EA $  7,500.00 S 90,000.00
3" Conduit 6000 LF S 12.00 $ 72,000.00
2" Conduit 6000 LF S 9.00 $ 54,000.00
Contruction Total $ 1,604,618.38
Construction Contingency (10%) S 160,000.00
Prelim Engr, Design Engr, Bid Assistance, & Construction Oversite (7.5%) $ 115,000.00
Misc. Reports (Geo-tech, Environmental, Etc) (2%) $ 32,000.00
Final Plat, Topography Survey, ROW Survey, Construction Staking (4%) S 65,000.00
Legal & Administration (1%) S 24,000.00
| Project Estimate Total $  2,000,618.38 |











MEMORANDUM OF UNDERSTANDING BETWEEN THE CITY OF
JOHN DAY RUSS YOUNG REGARDING 2020 U.S. DEPARTMENT OF
TRANSPORTATION BUILD GRANT

THIS MEMORANDUM OF UNDERSTANDING (“MOU”) is entered into on May 14,
2020 (“Effective Date”) by and between the City of John Day (“City”), an incorporated
city in Grant County, Oregon and Russ Young (“Young”), whose address is 433 Patterson
Bridge Road, John Day, Oregon 97845.

WHEREAS, City is applying for the U.S. Department of Transportation’s 2020 Build
Grant to improve access to reliable transportation and promote regional connectivity and
economic growth in the John Day area; and

WHEREAS, City owns approximately 90-acres of buildable land around the John Day
River and U.S. Highway 26 (the “Area”) that is currently disconnected from city streets
and state highways; and

WHEREAS, City has developed a master plan for the Area that includes creating new
residential, commercial and industrial opportunities as well as public recreation and
open space (the “Project”); and

WHEREAS, City has created a team of public and private agencies to improve the
Area’s infrastructure, including but not limited to water, wastewater, reclaimed water,
electric and broadband services; and

WHEREAS, Young owns approximately 30-acres of property zoned Residential
General adjacent to the Area, identified as Ironwood Estates Phase 2 and Ironwood
Estates Phase 3, as shown in Exhibit A; and

WHEREAS, Young, through its company I.T. Logging, has entered into a purchase
and sale agreement with City to sell 14-acres of property zoned General Industrial to
City to create a new industrial park, as shown in Exhibit B; and

WHEREAS, City intends through these property acquisitions and a future
Development Agreement to complete the local street network and utilities to service
the industrial park and Ironwood Estates; and

WHEREAS, Iron Triangle, Young’s company, is an experienced and reputable land
development and construction firm that successfully completed the Phase 1 Ironwood
Estates single-family residences as well as several multi-family housing projects in
John Day; and





WHEREAS, the City and Young wish to work together to promote their mutual
interests in extending and improving the Project infrastructure to promote new
industrial development and residential housing opportunities in the city;

NOW THEREFORE, in consideration of the mutual covenants and agreements set
forth herein, and for other good and valuable consideration, the City and Young agree
as follows:

1. 2020 Build Grant Application: City will apply for the 2020 Build Grant to
assist in funding the Project and in extending infrastructure in the Area,
including but not limited to preliminary and final engineering, site design and
utility services.

2. Public Right-of-Way. Young will make available to City adequate right-of-
way within the Property to accomplish the Project scope of work that affects
the Property, as shown in Exhibit B, which includes:

a. Extension of and improvements to a new Government Entry Road to
connect Patterson Bridge Road to Valley View Drive.

b. The proposed cul-de-sacs extending from Valley View Drive and
Government Entry Road to service the new residential housing
developments in Ironwood Estates Phase 2 and Phase 3.

3. Residential and Industrial Development. City and Young will coordinate
planning and development of new residential improvements for the Project, to
be formalized in subsequent agreements. The scope for these agreements shall
include, but is not limited to, the following:

a. Young will contribute the 20-percent matching funds requirement for the
Ironwood Estates Phase 2 and Phase 3 residential development, based on
the City Engineer’s project cost estimate enclosed in Exhibit C.

b. City and Young will enter into a Development Agreement upon approval
by the U.S. DOT to jointly develop the street and utility infrastructure for
the Ironwood Estates Phase 2 and Phase 3 residential development.

4. Term. Unless terminated prior to the expiration date in accordance with the
terms and conditions of this MOU, the term of this MOU shall be for a period of twelve
(12) months from the Effective Date. The parties may decide to extend the term of this
MOU at any time by mutual agreement in writing.

5. Proprietary Information.

a. The term “proprietary information” used in this MOU means confidential





information and/or data exchanged between the parties in oral, visual, written, printed,
or electronic form during the course of their communications. The parties agree to
protect each other’s proprietary information. Proprietary information must be clearly
marked as such in writing by the disclosing party within ten (10) days of such
disclosure. The parties agree that any proprietary information will be used solely for
the purposes outlined in this MOU and neither party will divulge such proprietary
information to any person or other parties without prior written consent of the
disclosing party. The standard of care for protecting such information, imposed on the
party receiving proprietary information, will be that degree of care the receiving party
uses to prevent disclosure, publication or dissemination of its own proprietary
information.

b. Proprietary information does not include information which: (1) is in the
public domain at the time of disclosure or thereafter enters the public domain other
than through a breach of this MOU; (2) is lawfully obtained from a third party under
circumstances permitting the receiving party to use or disclose the information without
restriction; (3) is independently developed by the receiving party; or (4) is required to
be disclosed as a result of the Oregon Public Records Law, ORS 192.410 et seq., or by
governmental or judicial action.

c. Upon termination or expiration of this MOU, unless prior to the
termination or expiration the parties mutually sign and execute one or more definitive
agreements regarding the transactions contemplated by this MOU, the receiving party
shall return or destroy the other party’s proprietary information.

6. Indemnification. The City, including its elected and appointed officials, and
Young, agree to mutually indemnify and hold each other harmless from and against
any and all claims, damages, losses, liabilities, and expenses (including reasonable
attorneys’ fees, incurred in connection with investigating or defending against any such
claims, damages, losses or liabilities), related to or arising out of their activities
hereunder.  Notwithstanding the foregoing, neither party shall be liable for
indemnification with respect to any loss, claim, damage, liability, or expense if, by a
final judgment, such loss, claim, damage, liability, or expense primarily resulted from
the other party’s willful misconduct or gross negligence in performing its obligations
hereunder.

7. Dispute Resolution. The City and Young shall attempt in good faith to resolve
any controversy, claim, or dispute between them arising out of or relating to this MOU
and the transactions contemplated hereby, by prompt negotiation between
representatives who have authority to settle the dispute. If any dispute is not resolved
by mutual agreement, the parties may, by mutual written consent, submit the dispute
to non-binding mediation, in a forum and according to the procedures jointly agreed to
by the parties. If non-binding mediation does not result in a resolution of the dispute,






then the parties shall submit the dispute to binding arbitration in accordance with the
rules and processes of the American Arbitration Association.

8. Assignment. Neither the City nor Young may assign this MOU or any part
thereof or interest therein without the prior express written consent of the other party.

9. Governing Law. The interpretation and enforcement of this MOU shall be
governed by the laws and regulations of the State of Oregon applicable to agreements
made to be performed entirely within that state.

10. Change in Law: In the event there is a change in a federal or state statute or
regulation applicable to this MOU, either party may notify the other party in writing
of its desire to amend this MOU in order to comply with the change in statute or
regulation. The City and Young may by written request amend this MOU to comply
with such change in statute or regulation provided that such amendment is approved
by both parties.

11. Amendment: This MOU may be amended only by a written amendment that is
signed by the authorized representatives of both parties.

12. Severability: Should any provision or sections of this MOU be determined to
be void, invalid, or otherwise unenforceable by any court of competent jurisdiction,
that determination shall not affect the remaining provisions or sections of this MOU,
which shall remain in full force and effect.

IN WITNESS WHEREOF, This MOU shall inure to the benefit of and be binding
upon the parties and their respective successors and assigns.





RUSS & TARA YOUNG
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CITY OF JOHN DAY

Name: Nicholas Green

Title: City Manager
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Exhibit A.
Young Property in Project Area

[Enclosed]
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Exhibit B.
Project Area Maps

[enclosed]
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Exhibit C.
Engineers Project Cost Estimate — Ironwood Estates Phase 2 / Phase 3

[enclosed]





Engineer's Cost Estimate
Innovation Gateway Project -
Ironwood Phase Il

4/15/2020
DESCRIPTION | | QuAN. | UNIT | | UNITPRICE | | TOTALPRICE
General
Mobilization (7.5% Project Cost) 1 LS S 53,946.56 $53,947
Erosion/Pollution Control (2.5% Project Cost) 1 LS S 17,982.19 $17,982
Streets and Site Grading
Sawcut A.C. 70 LF S 3.00 $210
Clearing/Striping/Removal of Organics 1 LS S 12,000.00 $12,000
Grading Cut/Fill 10000 Ccy S 15.00 $150,000
Prep, Water & Compact Sub-Grade 7036 SY S 3.30 $23,217
2"-0" Base Rock in place 1173 cY S 32.00 $37,523
3/4"-0" Base Rock in place 586 cY S 37.00 $21,693
Hot Mix Asphalt Conc. 1054 ton S 135.00 $142,269
Signage 40 SF S 55.00 $2,200
Waterline - Domestic Use
8" C-900 PVC 1390 LF S 55.00 $76,450
6" C-900 PVC 50 LF S 50.00 $2,500
1" Water Service & Meter 17 EA S 1,200.00 $20,400
Fire Hydrant 5 EA S 4,250.00 $21,250
8"x6" Tee 5 EA S 550.00 $2,750
8" Bend 10 EA S 500.00 $5,000
8" Gate Valve 2 EA S 1,100.00 $2,200
6" Gate Valve 5 EA S 900.00 $4,500
Connect to Existing Waterline Tee 2 EA S 1,500.00 $3,000
Sanitary Sewer
8" 3034 PVC 1730 LF S 65.00 $112,450
4" 3034 PVC 425 LF S 45.00 $19,125
48" Manhole 8 EA S 4,500.00 $36,000
Storm Drainage
36" HDPE Culvert 75 LF S 110.00 $8,250
12" HDPE Culvert 140 LF S 45.00 $6,300
Roadside Ditch 4000 LF S 2.50 $10,000
Sub Total $791,216
Construction Contingency (10%) $79,122
Engineering, Bid Assistance, & Construction Oversite $40,000
Topography Survey, ROW Survey, Construction Staking $25,000
Legal, Permits & Administration $15,000

Project Estimate Total $950,338






Engineer's Cost Estimate
Innovation Gateway Project -
Ironwood Phase il

4/15/2020
DESCRIPTION [ | Quan. | uNIT | | UNITPRICE | | TOTALPRICE
General
Mobilization (7.5% Project Cost) 1 LS S 80,888.76 $80,889
Erosion/Pollution Control (2.5% Project Cost) 1 LS S 26,962.92 $26,963
Streets and Site Grading
Sawcut A.C. 70 LF S 3.00 $210
Clearing/Striping/Removal of Organics 1 LS S 20,000.00 $20,000
Grading Cut/Fill 22000 cYy S 15.00 $330,000
Prep, Water & Compact Sub-Grade 6412 SY S 3.30 $21,159
2"-0" Base Rock in place 1069 cY S 32.00 $34,196
3/4"-0" Base Rock in place 534 cY S 37.00 $19,769
Hot Mix Asphalt Conc. 945 ton S 135.00 $127,633
Signage 40 SF S 55.00 $2,200
Waterline - Domestic Use
8" C-900 PVC 1766 LF S 55.00 $97,130
6" C-900 PVC 50 LF S 50.00 $2,500
1" Water Service & Meter 57 EA S 1,200.00 $68,400
Fire Hydrant 5 EA S 4,250.00 $21,250
8"x6" Tee 5 EA S 550.00 $2,750
8" Bend 12 EA S 500.00 $6,000
8" Gate Valve 7 EA $ 1,100.00 $7,700
6" Gate Valve 5 EA S 900.00 $4,500
Hot Tap Existing Waterline Connection 1 EA S 4,000.00 $4,000
Sanitary Sewer
8" 3034 PVC 1400 LF S 65.00 $91,000
4" 3034 PVC 1425 LF S 45.00 $64,125
48" Manhole 11 EA S 4,500.00 $49,500
San. Sewer Lift station 1 LS S 80,000.00 $80,000
4" C-900 Forcemain 200 LF S 45.00 $9,000
Storm Drainage
12" HDPE Culvert 120 LF S 45.00 $5,400
Roadside Ditch 4038 LF S 2.50 $10,095
Sub Total 51,186,368
Construction Contingency (10%) $118,637
Civil Engineering- Preliminary, Design & Construction Oversite $80,000
Topography Survey, ROW Survey, Construction Staking $42,000
Legal, Permits & Administration $15,000
Project Estimate Total $1,442,005











SN 450 E. Main Street
‘\\- John Day, OR 97845
\ www.cityofjohnday.com

CITY OF Tel: (541) 575-0028
JOHN DAY Fax: (541) 575-3668

November 7, 2019

Cross Keys, LLC

Attn: Richard and Sandra Priday
8611 NE Ochoco Highway
Prineville, Oregon 97754

Re: Letter of Intent — Hotel Development — Oregon Pine Property
Dear Mr. and Mrs. Priday:

This letter is written to summarize the general terms and conditions under which City of John Day (“City”), an
Oregon municipal corporation, is interested in selling the Land (as defined below) to Cross Keys, LLC
(“Company”), an Oregon limited liability company, for the Project (as defined below) (collectively, the
“Transaction”). The terms and conditions contained in this letter are based upon the parties’ current
intentions and information known to the parties as of the date of this letter; the parties acknowledge that
Project planning is ongoing with many details (including scope and costs) yet to be determined. Except for
the provisions contained in Part Two of this letter, this letter is nonbinding and does not grant or impose any
legal rights and/or obligations on City or Company.

Part One — Nonbinding Provisions

Based upon information known to the parties as of the date of this letter, City proposes that the Definitive
Agreements (as defined below) be consistent with the nonbinding provisions set forth in this Part One
(Sections 1-4; collectively, the “Non-Binding Provisions”):

1.0 Transaction.

1.1 General. City will sell the Land to Company for Company’s development, construction,
ownership, and operation of a 60-room hotel (the “Hotel”) on the Land (the “Project”). Company will
construct all Project improvements within Land boundaries and in compliance with the Laws (as defined
below). For purposes of this letter, the term “Land” means that certain City-owned real property consisting
of approximately 1.7 acres commonly known as the “Oregon Pine Property”, 791 West Main Street, John Day,
Oregon 97845 and depicted on the attached Exhibit A.

1.2 Land Use Applications, Permits, and Approvals. Company’s development, construction,
ownership, and operation of the Project requires certain approvals, permits, and/or licenses, including,
without limitation, land use approvals. Except as otherwise provided under Section 3.1 concerning the SDR
(as defined below) application, Company will timely prepare, file, and pay all fees, costs, expenses, and
charges related to or concerning Project land use and other approvals, permits, and/or licenses, including,
without limitation, permitting and design. If Company does not obtain all land use and other approvals
necessary for the development and construction of the Project, Company may terminate this letter in

1— LETTER OF INTENT
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accordance with Section 5.0. Prior to closing the Transaction, City will submit a letter of map removal
(change) or amendment to the Department of Homeland Security, Federal Emergency Management Agency
(“FEMA”) requesting that FEMA remove that portion of the Land shaded in green and depicted on the
attached Exhibit A (the “Hazard Area”) from the Special Flood Hazard Area. Nothing contained in this letter
will be deemed a promise, guaranty, and/or commitment from City (and/or any other governing agency) that
Company will receive all Project approvals, permits, and/or licenses and/or that FEMA will consent or
approve the Hazard Area’s removal from the Special Flood Hazard Area.

2.0 Transaction Documentation.

Subject to the terms and conditions contained in this letter, City and Company will pursue the
negotiation of a mutually acceptable purchase and sale agreement (the “Sale Agreement”) pursuant to which
City will sell the Land to Company, and Company will purchase the Land from City, for the Project. In addition
to the Sale Agreement, contemporaneously with closing of the Transaction (the “Closing”), the parties will
enter into such other agreements necessary or appropriate for the Transaction, including, without limitation,
the following (the Sale Agreement along with the aforementioned other agreements are individually and
collectively referred to herein as the “Definitive Agreement(s)”):

2.1 Sale Agreement.

2.1.1  Pursuant to the terms of the Sale Agreement, City will sell the Land to Company for
a total purchase price of $74,052.00 (the “Purchase Price”), which Purchase Price is based upon a purchase
price of $1.00 per square foot. Company will deposit earnest money in the amount of $10,000.00 (the
“Earnest Money”) with Title Company (as defined below) within 10 days after the parties’ mutual execution
of the Sale Agreement. At the Closing, Company will pay the Purchase Price to City as follows: (a) the Earnest
Money will be credit against the Purchase Price; and (b) Company will pay City the unpaid balance of the
Purchase Price (564,052.00) by cash, cashier’s check, or wire transfer to an account specified by City in
writing. The parties intend that the Closing will occur on or before December 31, 2019. For purposes of this
letter, the term “Title Company” means Land Title Company of Grant County, 145 NE Dayton Street, John
Day, Oregon 97845 or such other title company selected by City.

2.1.2  Company will obtain, at Company’s cost and expense, all permits, licenses, reviews,
studies, and approvals required under the Laws concerning or related to the Project. Company’s
development and construction of the Project is subject to the Laws. Company will own and operate the
Project subject to, and in accordance with, the Laws. For purposes of this letter, the term “Law(s)” means all
policies, rules, regulations, leases, covenants, conditions, restrictions, easements, declarations, laws,
statutes, liens, ordinances, orders, codes, and/or regulations directly or indirectly affecting the Land and/or
Project, including, without limitation, the Americans with Disabilities Act of 1990 (and the rules and
regulations promulgated thereunder).

2.1.3 Company will commence construction of the Hotel within 90 days after all
applicable permits, studies, and approvals are obtained, including, without limitation, Site Design Review
(“SDR”) approval. Company will complete construction of the Hotel within two years after commencement
of Hotel construction, subject to reasonable delays due to force majeure. Except as otherwise provided
herein, Company will timely pay all costs, charges, expenses, and fees related to or concerning the Project,
including, without limitation, all applicable system development charges and utility connection fees.

2.1.4  City makes no representations, warranties, and/or covenants related to or
concerning the Project and/or Land’s condition, suitability, and/or defects. Company will purchase the Land
“AS-IS” and “With ALL FAULTS.” City has no obligation to correct and/or repair any facts, circumstances,
conditions, and/or defects related to or concerning the Land. Without otherwise limiting anything contained
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in this Section 2.1.4, the Sale Agreement will contain representations, warranties, covenants, indemnification
provisions, limitation of liability provisions, and other standard terms and conditions for an AS-IS, WITH ALL
FAULTS real estate transaction, all of which will be in form and substance reasonably satisfactory to Company
and City.

2.2 Option Agreement. Subject to the terms and conditions contained in an option agreement
between City and Company (the “Option Agreement”), City will provide Company an option to purchase a
second parcel of land located adjacent and contiguous to the Land for Hotel expansion purposes (the
“Expanded Land”). City and Company will identify the location, size, and configuration of the Expanded Land
during the Sale Agreement negotiation process; provided, however, the Expanded Land will (a) not exceed
one acre in size (at a purchase price of $1.00 per square foot), (b) only include land reasonably necessary for
Hotel expansion purposes, and (c) remain subject to City’s review and approval. City will make no
representations, warranties, and/or covenants related to or concerning the Expanded Land’s condition,
suitability, and/or defects. Company will purchase the Expanded Land “AS-IS” and “With ALL FAULTS.” City
has no obligation to correct and/or repair any facts, circumstances, conditions, and/or defects related to or
concerning the Expanded Land. Without otherwise limiting anything contained in this Section 2.2, the Option
Agreement will contain representations, warranties, covenants, indemnification provisions, limitation of
liability provisions, and other standard terms and conditions for an AS-IS, WITH ALL FAULTS real estate
transaction, all of which will be in form and substance reasonably satisfactory to Company and City. City and
Company will enter into the Option Agreement at the Closing.

2.3 Parking Area Agreement. Subject to the terms and conditions contained in a shared parking
area agreement between City and Company (the “Parking Agreement”), City and Company will have joint use
of certain parking area(s) and/or grounds (the “Parking Area”) located outside the Land between the west
highway approach and sawmill and/or Convention Center (as defined below). City and Company will identify
the location, size, and configuration of the Parking Area during the Sale Agreement negotiation process;
provided, however, the Parking Area remains subject to City’s review and approval. The Parking Agreement
will contain terms and conditions concerning the Parking Area’s construction, financing, and other standard
representations, warranties, covenants, indemnification provisions, and limitation of liability provisions for a
shared parking area agreement (which concerns an Oregon municipality). City and Company will enter into
the Parking Agreement at the Closing or such other time the parties mutually agree in writing.

2.4 Definitive Agreements. City’s attorney will prepare initial drafts of the Sale Agreement,
Option Agreement, Parking Agreement, and all necessary ancillary Transaction documents or instruments
consistent with the terms and conditions of this letter. Each party will be responsible for its own costs and
expenses incurred in connection with this letter, the Definitive Agreements, and the Transaction.

3.0 Project Incentives; Utilities.

3.1 SDR Application; Utilities. City will manage the SDR application process and will be
responsible for all associated planning costs for SDR approval. At City’s cost and expense, City will provide
water, sewer, reclaimed water, power, and fiber optic infrastructure to the Land’s property line from which
the Hotel may connect to utilities. City will identify the location of the utility connection site during the SDR
process. Subject to and in accordance with the Laws, Company will use reclaimed water for all non-potable
Hotel water uses.

3.2 Property Tax Abatement; Oregon Enterprise Zone. City will reasonably cooperate with
Company’s application for property tax abatement for commercial facilities under construction in accordance
with ORS 307.330 and 307.340. Company intends to pursue economic development incentives through the
Oregon Enterprise Zone program under ORS Chapter 285C. At no cost and expense to City, City will
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reasonably cooperate with Company’s efforts to secure either a standard enterprise zone property tax
exemption under ORS 285C.175 or a long-term rural enterprise zone property tax exemption under ORS
285C.400 to ORS 285C.420; provided, however, the total property tax abatement period granted under ORS
Chapters 307 and/or 285C will not exceed 10 years. At Company’s cost and expense, Company will timely file
the Oregon Enterprise Zone Authorization Application (Form OR-EZ-AUTH) attached hereto as Exhibit B with
Allison Field, Grant County Economic Development Director, 530 East Main Street, John Day, Oregon 97845;
541-575-1555 allison.field@grantcountyoregon.net.

4.0 SDCs; Convention Center.

4.1 System Development Charges. Company will timely pay all system development charges
(“SDCs”) applicable to the Project. City will determine the Project’s SDCs based on rates currently in effect
under City Resolution No. 19-826-27, which equals $1,104.50 per room for water and $2,529.00 per room for
sewer. Per Ordinance No. 09-140-06, City will reduce total SDCs by 1% for each full-time position created by
the Hotel within 12 months after occupancy. Company will pay all applicable SDCs upon the earlier of (a)
issuance of a structural permit, or (b) connection to City’s water and/or sewer system; provided, however,
subject to applicable laws and regulations, City will consider permitting Company to pay applicable SDCs over
an installment period (for a period not exceeding seven years, commencing from the earlier of the Hotel’s
certificate of occupancy or commencement of Hotel operations).

4.2 Transient Room Tax. City intends to adopt a 4.5% local transient room tax, which will be in
addition to Grant County’s 8% transient room tax. Company will timely pay all applicable transient room
taxes, including City’s to-be-adopted transient room tax.

4.3 Convention Center. City is pursuing funding to convert the approximately 5,600 square foot
sawmill located east of the Land into a convention center and conference room (the “Convention Center”).
The Convention Center will be available for public and private conventions and events, including events
associated with Hotel operations. Company and City will work collaboratively and cooperatively to develop
an operations and management strategy for the Convention Center.

Part Two — Binding Provisions

The binding provisions set forth in this Part Two (Sections 5-6; collectively, the “Binding Provisions”)
are legally binding and enforceable against City and Company.

5.0 Term; Termination. This letter will terminate upon the earliest to occur of the following: (a) upon
the written agreement of City and Company; (b) upon the parties’ execution of the Sale Agreement; and/or
(c) upon notice by a party to the other party that the party desires to terminate negotiation of the Sale
Agreement and/or pursuit of the Project. Upon termination of this letter, the parties will have no further
rights and/or obligations hereunder except that Company will, at Company’s cost and expense, immediately
terminate all pending applications, permits, licenses, and/or approvals concerning the Land and/or Project
(and, related thereto, complete and file all documentation City deems necessary or appropriate to terminate
such pending applications, permits, licenses, and/or approvals).

6.0 Miscellaneous.

6.1 Provisions; Third-Party Beneficiaries; Costs and Expenses. The Nonbinding Provisions are not
legally binding or enforceable against City or Company. No binding obligation will exist with respect to the
subject matter of the Nonbinding Provisions unless and until the parties sign the Definitive Agreements, and
then only to the extent such obligations are set forth in the Definitive Agreements. The Binding Provisions
are binding on the parties and their respective heirs, personal representatives, successors, and permitted
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assigns, and will inure to their benefit. The parties do not intend to confer any right or remedy on any third
party. Notwithstanding anything contained in this letter to the contrary, City’s obligations under this letter
and the Definitive Agreements (including, without limitation, City’s sale of the Land and all other City
obligations) remain subject to the City council’s review and approval and all applicable Laws.

6.2 Severability; Assignment; Binding Effect. Each provision contained in this letter will be
treated as a separate and independent provision. The unenforceability of any one provision will in no way
impair the enforceability of any other provision contained herein. Any reading of a provision causing
unenforceability will yield to a construction permitting enforcement to the maximum extent permitted by
applicable law. Company will not assign this letter to any person without City’s prior written consent.
Subject to the immediately preceding sentence, this letter will be binding on the parties and their respective
heirs, personal representatives, successors, and permitted assigns, and will inure to their benefit. This letter
may be amended only by a written agreement signed by each party.

6.3 Attorney Fees; Governing Law. With respect to any dispute relating to this letter, or if a suit,
action, arbitration, or other proceeding of any nature whatsoever is instituted to interpret or enforce the
provisions of this letter, including, without limitation, any proceeding under the U.S. Bankruptcy Code and
involving issues peculiar to federal bankruptcy law or any action, suit, arbitration, or proceeding seeking a
declaration of rights or rescission, the prevailing party will be entitled to recover from the losing party its
reasonable attorney fees, paralegal fees, expert fees, and all other fees, costs, and expenses incurred in
connection therewith, as determined by the judge or arbitrator at trial, arbitration, or other proceeding, or
on any appeal or review, in addition to all other amounts provided by law. This letter is governed by the laws
of the State of Oregon, without giving effect to any conflict-of-law principle that would result in the laws of
any other jurisdiction governing the agreement contained in this letter. Any action or proceeding arising out
of this letter will be litigated in courts located in Grant County, Oregon. Each party consents and submits to
the jurisdiction of any local, state, or federal court located in Grant County, Oregon.

6.4 Attachments; Notices. Any exhibits, schedules, instruments, documents, and other
attachments referenced in this letter are part of this letter; provided, however, if any exhibits, schedules,
instruments, documents, and/or other attachments conflict with the terms of this letter, the terms of this
letter will control. All notices or other communications required or permitted by this letter must be in
writing, must be delivered to the parties at the addresses first set forth above, or any other address that a
party may designate by notice to the other party, and are considered delivered upon actual receipt if
delivered personally, by fax or email (with electronic confirmation of delivery), or a nationally recognized
overnight delivery service, or at the end of the third business day after the date of deposit if deposited in the
United States mail, postage pre-paid, certified, return receipt requested.

6.5 Waiver; Entire Agreement. No provision of this letter may be modified, waived, or
discharged unless such waiver, modification, or discharge is agreed to in writing by Company and City. No
waiver of either party at any time of the breach of, or lack of compliance with, any conditions or provisions of
this letter will be deemed a waiver of other provisions or conditions hereof. This letter contains the entire
agreement and understanding between the parties with respect to the subject matter of this letter and
contains all the terms and conditions of the parties’ agreement and supersedes all other oral or written
negotiations, discussions, representations, and/or agreements. The parties may execute this letter in
separate counterparts, each of which when executed and delivered will be an original, but all of which
together will constitute one and the same instrument.

With the exception of the Binding Provisions (Part Two), this letter does not constitute a binding agreement
between the parties. This letter is an expression of the mutual intent and desires of the parties as to certain
aspects of the Definitive Agreements and Project. However, the parties agree that there are material terms
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as to which agreement has not been reached and this letter is not to be construed as a definitive contract.
This letter is subject to the parties’ execution of the Definitive Agreements. It is expressly understood and
agreed that (a) no liability or binding obligation is intended to be created between or among the parties to
this letter, except with respect to the Binding Provisions, and (b) other than with respect to the Binding
Provisions, any legal rights and obligations between or among the parties to this letter will come into
existence only upon the parties’ execution and delivery of the Definitive Agreements, and then only in
accordance with the terms and conditions of the Definitive Agreements.

If the above general terms and conditions are acceptable to you, kindly sign both copies of this letter. Retain
one copy for your files and return the second signed copy to me. | look forward to a successful relationship
with you and await your early response. This letter will be deemed null and void if not signed by you (where
indicated below) and received by me on or before 5:00 p.m. on November 8, 2019.

Sincerely,

Nicholas Green, City Manager
cc: Jeremy M. Green, Bryant, Lovlien & Jarvis, P.C.
Enclosure

Acknowledgement and Agreement

The undersigned (a) have read and understand the terms of this letter, and (b) agree that the general
Project terms and conditions contained in this letter are acceptable.

Company:
Cross Keys, LLC

By: Richard Priday, Member By: Sandra Priday, Member
Dated: , 2019 Dated: , 2019
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as to which agreement has not been reached and this letter is not to be construed as a definitive contract.
This letter is subject to the parties’ execution of the Definitive Agreements. It is expressly understood and
agreed that (a) no liability or binding obligation is intended to be created between or among the parties to
this letter, except with respect to the Binding Provisions, and (b} other than with respect to the Binding
Provisions, any legal rights and obligations between or among the parties to this letter will come into
existence only upon the parties’ execution and delivery of the Definitive Agreements, and then only in
accordance with the terms and conditions of the Definitive Agreements.

If the above general terms and conditions are acceptable to you, kindly sign both copies of this letter. Retain
one copy for your files and return the second signed copy to me. | look forward to a successful relationship
with you and await your early response. This letter will be deemed null and void if not signed by you (where
indicated below) and received by me on or before 5:00 p.m. on November 8, 2019.

Sincerely,

Sl

Nicholas Green, City Manager
cc: Jeremy M. Green, Bryant, Lovlien & Jarvis, P.C.
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Acknowledgement and Agreement

The undersigned (a) have read and understand the terms of this letter, and (b} agree that the general
Project terms and conditions contained in this letter are acceptable.

Company:
Cross Keys, LLC p

By: Hid‘lﬂfd P uia',r ME by By: Sandra Priday, Member
Dated: 101’9 Dated: , 2019
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Exhibit B
Oregon Enterprise Zone Authorization Application
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EXHIBIT B— OREGON ENTERPRISE ZONE AUTHORIZATION APPLICATION
{15264229-01111065;4}





Clear Form

| Form OR-EZ-AUTH | Oregon Enterprise Zone Authorization Application*

Complete form and submit to the local enterprise zone manager before breaking ground or beginning work at the site.
Applicant

Enterprise zone or rural renewable energy development zone (where business firm and property will be located) Email

Name of business firm Phone

Mailing address City State ZIP code

Location of property (street address if different from above) City State ZIP code

County, TRS map ID number, and Tax lot number of site Contact person Title

My firm expects to first claim standard property tax exemption in (up to three consecutive) year(s):

[] Check here if your firm has or has had another exemption in this enterprise zone.

[] Check here that your firm commits to renew this authorization application. Renew this application on or before April 1 every two calendar
years, until the tax exemption on qualified property is claimed.

[] Check here if requesting an extended abatement of one or two additional years of exemption. Extended abatement is subject to written
agreement with local zone sponsor before this application is approved and to additional state or local requirements.

Zone manager use only (after written agreement but before authorizing firm):
County average annual wage: $ Year Total exemption period: 4[] or 5[ ] Consecutive years (check one)

Business eligibility

Eligible activity—Check all activities that apply to proposed investment within the enterprise zone:

[] Manufacturing [ ] Fabrication [ ] Bulk printing [] Shipping [ ] Agricultural production [ ] Energy generation
[] Assembly [] Processing [ ] Software publishing [ ] Storage [ ] Back-office systems
[] Other—describe the activities that provide goods, products, or services to other businesses (or to other operations of your firm):

[[] Check here if your business firm does or will engage in ineligible activities within the enterprise zone (such as retail sales, health care,
professional services, or construction). Describe below (or in an attachment) these activities and their physical separation from “eligible activities”:

Special cases—Check all that apply:
[] Check here if a hotel, motel, or destination resort in an applicable enterprise zone.

[] Check here if a retail/financial call center. Indicate expected percent of customers in local calling area: %.
[] Check here if a “headquarters” facility. (Zone sponsor must find that operations are statewide-regional in scope and locally significant)

[] Check here if an electronic commerce investment in an e-commerce enterprise zone.

Employment in the enterprise zone (see worksheets on last page)
Don't count FTEs, temporary, seasonal, construction, part-time jobs (32 hours or less per week), or employees working at ineligible operations.

Existing Employment—My business firm’s average number of full-time employees inside the zone over the past 12 months is
New Employees— e Hiring is expected to begin on (date or month and year):

¢ Hiring is expected to be completed by (month and year):

¢ Estimated total number of new employees to be hired with this investment is:

Commitments — By checking all boxes below, you agree to the following commitments as required by law for authorization:

[ 1By April 1 of the first year of exemption on the proposed investment in qualified property, | will have increased existing employment within
the zone by one new employee or by 10%, whichever is greater.

[ ] My firm will maintain at least the above minimum level as an annual average employment during the exemption period.

] When the exemption claim is filed by April 1 following each calendar year of exemption, total employment in the zone will also not have
shrunk by more than 85% at one time or by more than 50% twice in a row, compared to the highest such figure with any previous claim.

[ ] My firm will comply with local additional requirements as contained in: (1) a written agreement for an extended abatement, (2) zone sponsor
resolution(s) waiving required employment increase inside zone, or (3) an urban enterprise zone’s adopted policy, if applicable.

] My firm will verify compliance with these commitments, as requested by the local zone sponsor, the county assessor or their
representative, or as directed by state forms or administrative rules.

[ ] My firm will enter into a first-source hiring agreement before hiring new eligible employees. (This mandatory agreement entails an obligation
to consider referrals from local job training providers for eligible job openings within the zone during at least the exemption period.)
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Clear This Page

Oregon employment outside the enterprise zone

Check only those that apply:

[] Check here if yours or any commonly controlled firm will curtail operations in the state beyond 30 miles of the zone boundary and move
them into the zone. Indicate timing, location, number of any job losses, and relationship to the proposed enterprise zone investment:

[] Check here if you are transferring operations into the zone from site(s) in the state within 30 miles of zone boundary:
My firm's average employment at the site(s) outside the enterprise zone boundary over the past 12 months is jobs.

[] Check here, if applicable, that your firm commits to increase the combined employment at the site(s) (outside but within 30 miles of zone
boundary) and in the zone to 110% of the existing combined level by April 1 and on average during the first year of exemption.

Proposed investment in qualified property

Anticipated timing—Enter dates or months/years (non-binding)

Site and building and structures Machinery and equipment
Action Preparation Construction* Placed in service**| Procurement*** Installation Placed in service**
To commence
or begin on
To be

completed on

* Including new reconstruction, additions to, or modifications of existing building(s) or structure(s).

** This is in the calendar year directly before the very first year of exemption, so on page 1, please indicate the year following as the very first year expected
for claiming this exemption.

**May precede application by up to three months (includes personal property).

Special issues:

[] Check here for building/structure acquired/leased for which construction, reconstruction, additions, or modifications began prior to this
application (attach executed lease or closing documents, and don't take up occupancy until this application is approved).

[] Check here if anticipating using Construction in process tax exemption for qualified property that is still being constructed/installed and
isn't yet placed in service and is located on site as of January 1. If so, file Application for Construction-in-Process Enterprise Zone Exemption,
150-310-021, by April 1 with the county assessor's office.

Qualifying property: Estimates of cost and details about property are not binding, but in order for property to be exempted, its basic type and
any major building/structure needs to be at least represented below.

Number of Check if any

Type of property each/item | Estimated value Itega:::,be
Building or structure to be newly constructed $ ]
Real property | New addition to or modification of an existing building or structure $ |:|
Heavy or affixed machinery and equipment $ |:|
Personal property $50,000 or more $ D
item(s) costing: $1,000 or more (E-commerce zone or used exclusively for production of tangible goods) $ |:|

Total estimated value of investment | $

In addition, describe below (or in an attachment) the overall nature and potential extent of your investment, including preliminary building plans
and lists of property items, as appropriate and recommended by zone manager or county assessor (may be kept confidential).

Declaration

| declare under penalties of false swearing [ORS 305.990(4)] that | have examined this document and attachments, and to the best of my
knowledge, they are true, correct, and complete. If any information changes, | will notify the zone manager and the county assessor and submit
appropriate written amendments. | understand that my business firm will receive the tax exemption for property in the enterprise zone, only if my
firm satisfies statutory requirements (ORS Chapter 285C) and complies with all local, Oregon, and federal laws that are applicable to my business.

Must be signed by an owner, company executive, or authorized representative of the business firm
Signature Date

X

Title (if not an owner or executive, attach letter attesting to appropriate contractual authority)

Local enterprise zone manager and county assessor must approve this application (with Enterprise Zone Authorization Approval, Form 150-303-082)
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Oregon Enterprise Zone Authorization Application Instructions

For more information

Visit www.oregon4biz.com. Search "Enterprise zones eligibility."

Applicant

This application form serves to authorize your business firm to receive
a standard three-year exemption on qualified property that you will
own or lease at the specified location in the enterprise zone or rural
renewable energy development zone. The local zone manager and the
county assessor’s office authorize your firm (not the proposed property).

Another authorization application is necessary for qualified property
at a different location in the same or another zone. See "Additional
property and future projects" below.

Mandatory timing in being authorized:

e Complete and submit this form to the local zone manager before
beginning physical project work (construction, installations, etc.,
including site preparation) or hiring new employees.

e Work may proceed after submission and before approval.

* No exemption is allowed on property for which work began prior to
the effective date of the zone’s designation or amendment to include
site, or for any property already assessed in the county by that date.

* After submitting this application but before being authorized, you
and the zone manager will hold a pre-authorization conference, at
which the assessor’s office might participate, to formally address
special issues or contingencies for qualification.

o If seeking an extended abatement of four or five years in total, the
written agreement with the zone sponsor may set additional reasonable
requirements. In most zones, state law also requires for all of the busi-
ness firm's employees, who are working in newly created jobs: (a) in the
fourth and fifth year, their average wage (taxable income) is at least 100
percent of the most recently available county average wage, and (b) in
all four or five years, their average compensation (including benefits)
equals or exceeds 130 percent or 150 percent of the county average wage
from the time of authorization.

First year claiming exemption from property taxes:

® The first year of exemption is the year following the year in which
the qualified property is "placed in service" as anticipated on page 2,
which means when the property is first used or occupied, or is physi-
cally ready for use or occupancy, for specifically intended commercial
purposes.

¢ To claim the exemption, you must file with the county assessor after
January 1, but on or before April 1, of that first year, using Form OR-
EZ-EXCLM, Oregon Enterprise Zone Exemption Claim, 150-310-075, and
attaching Form OR-EZ-PS, Oregon Enterprise Zone Property Schedule,
150-310-076 for the property to be exempted.

® Submit the exemption claim (without property schedule) after each
year of exemption, in order to confirm ongoing compliance.

Keeping authorization active:

e This application needs to be renewed after two full years between
January 1 and April 1, if your firm isn't ready to claim an exemption.
Submit a letter with the zone manager and assessor stating your
continuing interest and intent.

e Failure to submit such a statement every two years (while the zone
exists) classifies your authorization as “inactive.” A fee is then re-
quired in order to claim the exemption.

¢ County wage for the extended abatement's average employee compen-
sation standard, see (b) above, resets with renewal or inactive claim.

Business eligibility

A key function of authorization is to ascertain and assure a business
firm’s eligibility for exemption.
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e The program is primarily directed at for-profit organizations that
provide goods or services to other business operations.

¢ Ineligible operations include: tourism, retail food service, entertain-
ment, childcare, financial services, property management, housing or
construction, retail sales of goods or services, health care, or profes-
sional services.

* An eligible call center may receive customer requests and orders by
various means, but at least 90 percent must originate from areas that
would entail a long-distance charge if performed by telephone.

¢ E-commerce investments receive special treatment in certain enter-
prise zones and in the city of North Plains.

¢ Central facilities for management, marketing, design, etc. For ex-
ample, a "headquarters” facility is eligible if serving statewide or
wider operations of a company. (Investment needs to conform to
authorized description.)

¢ More than 60 percent of the enterprise zones have elected to make
hotels, motels, and destination resorts eligible. The choice may differ
among a zone’s sponsoring city /county jurisdictions.

Employment in the enterprise zone

To be authorized, the eligible business firm must commit to satisfy
job-creation requirements:

¢ The number of full-time jobs in the zone must rise and be maintained
during the exemption at a minimum of 110 percent of the average
level from the time of the authorization application.

e Failure to reach this level precludes the exemption.

e Failure to maintain this level represents “substantial curtailment,”
as would a big drop in total employment.

e Your firm must enter into a first-source hiring agreement before
hiring new employees. The local zone manager will direct you to
the contact with the local Oregon Employment Department office.

* Your firm and the zone sponsor are solely responsible for compliance /
verification of local additional requirements.

e Also see “Special Issues Worksheet” on the last page.

Employment outside the enterprise zone
The business firm is disqualified if:

e The transfer of operations into the enterprise zone results in Oregon
job losses more than 30 miles from the zone boundary.

¢ The movement of employees into zone from outside but within 30
miles results in less than a 10 percent increase of the combined em-
ployment level in the zone and from where they are transferred.

Proposed investment in qualified property

To assist eligible business firms in understanding the property tax
benefit they may receive for investing in an enterprise zone, the autho-
rization application asks for the best available information on the cost,
extent, and timing of planned investments. It is critical for communica-
tion among the firm, the local zone manager, and the county assessor.

Pre-application activity at site:

In general, any work on new property or to prepare land must begin
only after this application is submitted. Exceptions include, but are
not limited to:

® A project started and abandoned at least six months earlier and still
not assessed.

* Demolition, hazard removal, or environmental cleanup.

¢ Property acquired from another authorized business firm.

e Purchase or lease from a third party of a newly constructed or newly
improved building or structure. In this case, work may already be
underway or completed, but approval of this application must in-
clude a copy of the sale/lease agreement and must happen before
use or occupancy of the building or structure.





Construction in Process: Property on-site as of January 1 may be exempt
for up to two years before being placed in service. Once authorized, file the
Form OR-AP-CIPEZ, Application for Construction-in-Process Enterprise Zone
Exemption, 150-310-021, with the county assessor on or before each April
1, for any qualified property for which work is still underway on January
1. (Not available for centrally assessed/utility or hotel/resort property)

Property criteria:

¢ All property needs to be new, meaning it wasn't used or occupied in
the zone more than one calendar year before exemption is claimed.

* Machinery and equipment also must be newly acquired or newly
transferred from outside of the county (except for major retrofit or
refurbishment of real property idle for 18 months).

e Any or all property may be leased from any party, provided that your
firm (the lessee) is obligated to pay the property taxes.

e Allreal property—buildings, structures, and heavy/affixed machin-
ery and equipment—listed on the exemption claim property schedule
must cost $50,000 or more in total.

* Personal property machinery and equipment is readily movable and
qualifies subject to a per-item cost minimum. An integrated system
consisting of various components may be treated as a single item for
these purposes.

‘ Clear This Page

¢ Land, vehicles, motorized/self-propelled devices, rolling stock, non-
inventory supplies, and idle or ineligibly used property don't qualify.

¢ The investment in property needs to be for the furtherance of income.
For example, it may not be for personal use.

e For asignificant building or structure to be exempt, the authorization
must include some indication of it. In addition, for example, if no
machinery and equipment is indicated, then no such property quali-
fies, so that the applicant is advised to account for every basic type
of property that could possibly be part of the final, overall project.

Additional property and future projects:

e With an ongoing investment, subsequent property that isn't placed
in service until the first or second year of exemption on the initial
property may be exempted as well.

¢ In other words, property schedules may be filed with up to three
consecutive claims, pursuant to a single authorization.

¢ Any major change of plans should be amended into the application,
in writing to both the zone manager and the county assessor, before
January 1 of the first year of an initial exemption, especially to account
for any unrepresented building or type of basic property.

Applicable property tax returns must still be filed annually

Complete the following worksheets either before or during the pre-authorization consultation with the local zone manager

Employment worksheet

Use this worksheet to determine your business firm’s annual average
employment over the 12 months preceding the date on which you sub-
mit the authorization application, and as required during the period of
the enterprise zone exemption:

1. Identify those employees or positions within the zone that are: (a)
working a majority of their time in “eligible” activities or in sup-
port of those activities; (b) paid on average for more than 32 hours
per week; (c) not employed solely to construct property; (d) not
seasonal; and (e) not temporary—not hired, leased, or contracted
for less than one year or on an as-needed/ad hoc basis. Don’t use
“full-time equivalents” (FTE).

2. Determine the number of the above employees at the end of each
pay period, calendar month, or quarter over the prior 12 months.

3. Total the number of employees from each period and divide this sum
by the number of periods. If not using months, include a suitable
attachment in place of the following with your application:

1 + @ + ®B) + 4) +

) + 6) + @) + 8) +

) + (10) + (11) + (12)=
+ 12 = *Average annual existing jobs

4. If your average annual existing jobs* (from number 3, above) is:

a) Five or more, multiply by 1.1, as follows:

* x 1.1 = , or

b) Less than five, add one, as follows:

* + 1=

5. Round the total from 4a or 4b to the nearest whole number (for
example, 25.49 becomes 25 and 25.50 becomes 26). Your rounded
figure is the level of employment required by April 1 of the first
year of exemption.

For purposes of compliance, repeat steps 1-3 and 5 above for each
calendar year that qualified property is exempt.

Special issues worksheet

This worksheet is simply a checklist to guide you through certain issues
that may need to be addressed as soon as possible. Check if the answer
is “yes” or “maybe.”

[] Will the requisite increase of enterprise zone employment be difficult
to achieve, even with the new investment? Or could it be somewhat
unapparent? In any case, work out verification options with local
zone manager. Copies of unemployment insurance reports or other
records should be kept on file to assure manager and assessor.

[] If the number of jobs will likely not grow by 10 percent, do you
want a local waiver by resolution(s) adopted by zone sponsor with
authorization, which may impose additional conditions? Waiver
allowed if the overall investment costs $25 million or more, or with
a 10 percent rise in productivity combined with dedicated expenses
for workforce training. In a rural renewable energy development
zone, a waiver is allowed for $5-million investments with no added
conditions. (Waiver does not affect requirements related to any
transfer of jobs into the zone.)

[[] Would you like your enterprise zone employment to be com-
bined with the jobs at any 100 percent commonly owned firm/
corporation(s)? If so, attach a statement with the name of the other
company(s). Without such election, even subsidiaries of the same
parent corporation in the zone are treated as distinct business firms.

[] Are you interested in publicly owned and otherwise available real
estate that might exist in the zone, and that an authorized business
firm generally has a right to buy or lease if promptly developed for
authorized use?

[[] Would you like to know about local incentives that some local spon-
soring governments offer to authorized businesses as part of the
enterprise zone package, such as fee waiver, regulatory expedition,
and so forth?

[] Will a qualified building be partially occupied by another business/
tenant or used for ineligible operations? In such cases, work with the
local zone manager to determine the units or proportion of space
for the assessor to exempt.

[] Isinvestment pending the site’s inclusion in the zone? This applica-
tion may be approved under such conditions, but make arrange-
ments with the local zone manager to ensure that any construction
or installation work doesn't begin until on or after the effective date
of the boundary change. (Same applies to designation of a new
enterprise zone.)

[] Is the enterprise zone terminated? This normally precludes autho-
rization or qualification, but an already authorized/qualified firm
can “grandfather” and may be authorized up to 10 years after the
termination of the zone.
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Sample Agreement for Oregon Enterprise Zone Extended Abatement

[Business Oregon offers this sample only to facilitate local processes and discussions among independent
parties, who are advised to work with legal counsel. The department assumes no liability for legal
enforceability or consequences associated with any agreement based on this sample]

{Applicable for rural enterprise zones and urban enterprise zones outside the
Salem and Portland metropolitan urban growth boundaries}

Written agreement with the enterprise zone sponsor to
extend property tax exemption to [four/five] consecutive years in total for investment
by [, inc.]

The sponsor of the Enterprise Zone comprising the governing bodies
of [the City of ,and County] (hereinafter
“The Zone Sponsor”) and [, Inc.] (hereinafter “The Firm”) do hereby enter into

an agreement for extending the period during which The Firm shall receive an exemption
from ad valorem taxes on its proposed investment in qualified property in the Enterprise
Zone, contingent on certain requirements, under ORS 285C.160.

The Zone Sponsor and The Firm jointly acknowledge that: subject to [timely submission of
and] approval of [an/the] application for authorization, as well as satisfaction of requirements
under ORS 285C.050 to 285C.250, The Firm is eligible for three years of full exemption on its
qualified property under ORS 285C.175(2)(a); nothing in this agreement shall modify or
infringe on that three-year exemption or the requirements thereof; and, this agreement is
null and void if The Firm does not qualify for the three years of exemption on some such

property.

The Zone Sponsor does hereby grant to The Firm an extension to that property tax
abatement, as allowed under ORS 285C.175(2)(b), of an additional [one/two] year[s] on property
that initially qualifies in the Enterprise Zone {[before/after] the
assessment year beginning on January 1, 20___,} and, thusly, sets the period of exemption at
[four/five] consecutive years in total, during which statutory requirements for the standard
three-year enterprise zone exemption must also continue to be satisfied.

{Qualified property [items] [described/identified/listed in] [Exhibit] shall not receive the
extended tax abatement granted herein but only the regular three years of exemption,
relieving such property of its needing to satisfy applicable statutory requirements in the
enterprise zone after that third year, at which time The Firm may promptly and formally
notify the county assessor and local zone manager of other property to be treated as such.}

Confirmation of Statutory Provisions

In order for qualified property to be exempt from ad valorem taxes for the additional
[one/two] year[s] of enterprise zone exemption as granted herein, The Firm agrees herewith
that under ORS 285C.160(3)(a)(A)(i) or (ii) and (b), in accordance with OAR 123-674-0600:
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Sample Agreement for Oregon Enterprise Zone Extended Abatement

1. For each year of the entire exemption period, The Firm's new employees shall receive
an average level of compensation equal to or greater than [150/130] percent of the
county average annual wage, such that:

a. Compensation includes benefits such as employer-provided insurance that can
be monetized and do not arise from a payroll tax or similar government mandate,

and

b. Except as revised under ORS 285C.160(4), the county wage is set at the time of
authorization, and accordingly, the 20__ average wage for County
[one with higher wage in two-county zone] is $ , for which

[150/130] percent equals $§ :

2. During the additional [year/two years], the average annual wage (taxable income)
received by The Firm’'s new employees shall also be equal to or greater than the
current county average wage based on the most recent, final figure at that time.

3. The Firm's ‘new employees’ for purposes of these requirements comprise only
employees hired for and working at full-time, year-round, non-temporary jobs that
are created and filled for the first time after the date of application for authorization
but on or before December 31 of the first full year of the initial exemption, and that are
performed within the current boundaries of the Enterprise
Zone and engaged a majority of their time in The Firm'’s eligible operations according
to ORS 285C.135 and 285C.200(7), regardless if any such employee is leased,
contracted for or otherwise obtained through an external agent, provided that they
are hired by and employed directly by The Firm.

Local Additional Requirements

[The Zone Sponsor does not impose any additional requirement on The Firm, relinquishing
the right to make the extension of property tax abatement granted herein contingent on such
requirements that might otherwise be reasonably requested under ORS 285C.160(a)(B).]

/]

{For The Firm to receive the additional [one/two] year[s] of enterprise zone abatement
granted herein, The Zone Sponsor and The Firm agree that The Firm shall [meet the
following additional requirement[s]/do the following in addition to statutory requirements] as
reasonably requested by The Zone Sponsor under ORS 285C.160(a)(B):

{1...

{2..}

Accepting for the Sponsor of the Accepting for , [Inc.]:
Enterprise Zone:

[By X] [By X]

[Include printed name(s), title(s), and date(s); as [include printed name, title, date, and cite legal

needed, cite and attach source of authority from authorization as needed'(e.g., attached let.ter fr.om

sponsoring jurisdiction(s) (e.g., executed copies of the owner or an appropriate executive officer, if

adopted resolutions), and possibly endorsement of agreement 1s accept'ed by an attorney or other

municipal legal counsel] indirect representative)]
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Oregon Enterprise Zone Extended Abatement o r n®

Extended Abatement of Standard Enterprise Zone Exemption
on Qualified Business Property

Introduction

As a generally as-of-right tax benefit, new property is exempt in an Oregon enterprise zone
for three years from 100 percent of the local property taxes that would otherwise be due on
qualified plant & equipment newly invested by an eligible business that: applies for
authorization before physically starting work on its investments; sufficiently increases its
workforce inside the zone, and files timely exemption claims once property is in service and
in all property tax years while its exempt.

This abatement is frequently extended two more years (although a single extra year is
allowed) for a total exemption period of five consecutive years, subject to approval by the
local governments that (co)sponsor the enterprise zone. Begun in 1993, the extended
abatement allows for an enhanced business development incentive that emphasizes local
control and the creation of well-paying, quality jobs.

To receive an extended abatement, the business and its property must nevertheless satisfy
and remain in compliance with the authorization application, employment and other
obligations of the basic three-year exemption throughout the four- or five-year period. In
addition, the qualified firm must achieve the following, which are specific to an extended
abatement:
1. Written agreement executed with the local enterprise zone sponsor before the
application for authorization is fully approved.
2. Potentially, local additional requirements that the sponsor may reasonably request
through the written agreement.
3. Compensation and wage standards for new employees established under state
statutes—except in an urban enterprise zone inside the Salem or Portland
metropolitan area.

The above items, as further explained below, do not affect or jeopardize the first three years
of the enterprise zone exemption—only the final year or two—such that if an otherwise
qualified business fails to adhere to them, then the exemption period simply reverts to the
regular length of three years.

Compensation & Wage Standards
These criteria are satisfied based on all new employees of the business:
e Asnormally counted for enterprise zone purposes, in terms of persons working in
year-round, full-time jobs (>32 hours/week, not equivalents) directly for the firm in
eligible operations located inside the zone .., but only those who are ...
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Oregon Enterprise Zone Extended Abatement o re n®

Hired, contracted for or leased to fill only those jobs that are newly created after
submission of the application for authorization, through until the end of the first
(calendar) year of initial exemption, even if an individual filling the job had worked
previously for the business in another position.

Pursuant to written agreements executed since October 6, 2017, (annual wages):

Total taxable income paid to new employees during the calendar year, divided by (<)
the number of new employees, must equal or exceed (=) the county wage.

This average wage standard needs to be satisfied with the two exemption claims filed
(by April 1, primarily with the county assessor) after the final, extra two years of any
five-year extended abatement (or one year if four in length).

The county wage is the most recent average annual wage for all ownerships and
industries of the county, in which the qualified property is located, as finalized by the
Oregon Employment Department at the time of the claim.

Pursuant to any written agreement (annual compensation):

Total compensation received by new employees during the calendar year, divided by
(+) the number of new employees, must be at least 30% or 50% higher than the
applicable county average wage (=1.3 ... or 1.5 x county wage).

Compensation consists of not only the new employees’ wages, salaries, etc., but also
their fringe or financial benefits that can be monetized and are not
government-mandated comparable to a payroll tax.

This average compensation standard needs to be satisfied with all four or five
exemption claims after each year of the extended abatement.

The minimum compensation average of new employees is only 130% of the county
average wage if on the date when the written agreement is executed (on or after
October 6, 2017), some part of the zone is inside a county (both)—

o thatis not part of any federally established metropolitan statistical area, and

o for which the proportion of total taxes imposed (excluding urban renewal) to
total assessed value in the county’s latest assessment roll is 1.3% or greater.

The county wage applicable in this case is the same as above, except it is—

o that of the county with the highest wage among counties that contain any part
of the enterprise zone.

o established based on the most recent, final figure available at authorization
(following execution of the written agreement), which will change only if the
authorization is renewed or becomes inactive after two full calendar years
without beginning the 3-5-year exemption, in which case the county wage
changes to what is most recent at the time, either of renewal to maintain the
authorization’s active status, or of filing the initial exemption claim.
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Written agreement
An eligible business seeking an extended abatement must have a written agreement (see
sample above) between it and the local enterprise zone sponsor that:
1. Confirms the compensation and wage standards above, if applicable,
2. Clearly grants either ‘one’ or ‘two’ additional years of exemption on (some) qualified
property consecutively following the basic three years, and
3. Stipulates all additional requirements, if any, as requested by the sponsor.

Each city, port, or county government that sponsors the zone must in some manner ratify
this agreement, usually separately, but potentially through common meeting and approval.
By virtue of circumstance, custom or local law, a (co)sponsor’s governing body might prefer
or need to adopt a resolution allowing, validating, or containing the agreement, but state
statutes do not demand as much.

Cosponsors or enterprise zones may by formal policy already have or choose to suitably
empower an official or an inter-jurisdictional board (zone association) to enter into such
agreements, under at least certain conditions. Zone sponsors have also provided by official
intergovernmental accord that the jurisdiction, in which exempt property will be located,
simply acts on behalf of the other cosponsors.

This written agreement is valid only if concluded and fully executed before the business firm
is actually approved for authorization. An authorization application must be submitted prior
to the commencement of any physical work on qualified property proposed for exemption in
the enterprise zone. Authorization is not required for such work to proceed and often entails
little more than a technical determination by the local zone manager and the county
assessor following a preauthorization conference. Formal authorization, however, might
need to be delayed to accommodate official endorsement of an extended-abatement written
agreement.

Local additional requirements

The sponsoring jurisdictions may make the extended abatement contingent on further
actions or efforts by the business—as jointly requested by the cosponsors and spelled out in
the agreement, and advisably including clear provisions for verification and the
consequences of noncompliance. The zone sponsor is entirely responsible for monitoring
and enforcing such requirements during the exemption period.

These requirements could have very broad reach and special consequences, although state
statutes insist on reasonableness, which may entail that once a track record has been
established, local governments would need to be deliberate in (re)setting policies that deviate
substantially from requirements previously requested in a given zone, as well as the pattern,
if any, in approving the extended abatement or not.
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Moreover, these requirements must be completely in addition to—steering well clear of—any
statutory criteria for property costs, hiring, compensation, etc., including not effectively
raising the stringency of such criteria. They are also not enforceable for hiring, etc., if
explicitly defined in terms of geography or residency, according to an opinion of the Oregon
Attorney General (No. 8236).

In the case of an urban enterprise zone, which may establish policies and standards for
imposing additional conditions on an enterprise zone exemption of any length, the urban
zone sponsor will have to maintain those conditions on top of any requirement that it
attaches to an extended abatement.

Likewise to be coordinated with an extended abatement are the resolution(s) adopted by a
local zone sponsor in waiving the normal 110 percent employment requirement, which may
also establish other conditions, along with setting an alternative minimum number of jobs.
Such a waiver is allowed at authorization for total investments of $25 million or more, or in
the case where: measured productivity is slated to increase by 10 percent; 25 percent of tax
savings are dedicated to workforce training, and annual average employment remains at
least at its existing level.

Local zone sponsors might consider the following examples of additional requirements for
extended abatements (or in other relevant cases):
e Availability of childcare or other specific types of benefits for workers
e Community involvement or financial/in-kind donations to charities
e Compensation of temporary/part-time employees or for construction labor
e Contributions to public infrastructure/services or to local education or workforce training
programs
e Mandatory hiring of/from certain groups or sources, or employee retention
e Nonproprietary reporting or transparency regarding company practices
¢ Onsite training or certification for employees
e Safety or environmental assurances with new facility operations or general policies
(sustainability), as well as facility’s physical appearance
e Transit plan or subsidy for workers
e Using local-area contractors, suppliers and so forth, based on a clearinghouse or other
method that is not explicitly restricted in terms of geography.
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Summary of Requirements for Exemption

business

or n

Type of Enterprise Zone

Exemption Urban—in MSA =
Period 400,000 in population Other Urban Rural
Any length Basic requirements see memorandum below

ORS 285C.150—required to satisfy additional
conditions reasonably related to employment

opportunities, as defined and imposed by local None

zone sponsor pursuant to policy that establishes
standards, for subsequent applications*

ORS 285C.155 and 285C.200(2)/285C.205—in waiving the normally required
increase of a business firm'’s in-zone employment at authorization,
sponsor resolutions must set minimum job level and may include other
conditions with which the firm must also comply

Four or five
consecutive
years in
total

ORS 285C.160(3)(c)—
written agreement for
requirements that the
zZone Sponsor may
reasonably request*

ORS 285C.160(3)(a) & (b)—written agreement
for:
-Compensation and wage standards for
newly created jobs,** and
*Requirements that the zone sponsor may
reasonably request*

MSA—federally established metropolitan statistical area
*To be enforced by the sponsoring jurisdictions pursuant to ORS 285C.230(2), 285C.235(2),

and 285C.240(7)

**As defined under ORS 285C.050

Memorandum—enterprise zone requirements for at least three-year exemption:

Engaged in eligible operations and activities (generally traded-sector/non-retail)
Increase full-time, permanent employment of the firm inside the enterprise zone by the
greater of one new job or 10 percent (or special-case local waiver as noted above)
Generally, no concurrent job losses outside/beyond the zone boundary

Maintain minimum employment levels during exemption period

Enter into first-source agreement with local job training providers.

Statutes and Rules

The laws passed by the Oregon Legislature to create the enterprise zone program are
contained in ORS 285C.050 to 285C.250. The principal section for the extended abatement is
ORS 285C.160. These statutes are elaborated, clarified and implemented through Oregon
Administrative Rules of OAR chapter 123, divisions 668 and 674.
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Average Wage by County
2018

As relevant until November 2020 for two-year extension of standard enterprise zone exemption*

Average Annual Compensation

Oregon County Annual Wage Standard® (130%* or 150%)
Baker $36,778 $47,811
Benton $52,187 $78,281
Clackamas $53,236 $79,854
Clatsop $37,878 $49,241
Columbia $39,706 $59,559
Coos $39,542 $59,313
Crook $45,661 $59,359
Curry $35,700 $53,550
Deschutes $45,571 $68,357
Douglas $40,745 $61,118
Gilliam $42,728 $64,092
Grant $39,649 $51,544
Harney $37,077 $48,200
Hood River $40,282 $52,367
Jackson $42,267 $63,401
Jefferson $39,818 $51,763
Josephine $37,163 $55,745
Klamath $39,316 $58,974
Lake $40,068 $52,088
Lane $43,784 $65,676
Lincoln $38,608 $50,190
Linn $43,382 $65,823
Malheur $36,149 $46,994
Marion $46,412 $69,618
Morrow $53,078 $69,001
Multnomah $59,954 n/a*
Polk $37,902 $56,853
Sherman $46,697 $60,706
Tillamook $39,244 $58,866
Umatilla $40,238 $52,309
Union $40,829 $53,078
Wallowa $36,392 $54,588
Wasco $40,678 $52,881
Washington $70,305 n/a*
Wheeler $29,967 $38,957
Yambhill $42,309 $63,464
MEMO: Oregon $53,053 not applicable

* Not applicable in any urban enterprise zone within Portland or Salem metropolitan areas. For zones located in
two counties, the higher county annual wage is used throughout the zone as basis of compensation standard.

1t Wage base for compensation standard established at time of local authorization.
1 In many rural counties, if local written agreement executed on or after October 6, 2017.

Source: Employment and Wages by Industry (QCEW), Oregon Employment Department, 2019.
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Annual Average Wage by County by Year

0 2010 0 2012 0 2014 0 2016 0 2018

Baker $29,594 $30,276 $31,191 $32,063 $32,973 $34,166 $35,001 $35,760 $36,778
Benton 843,055 | $43687 | $44.875 | $45479 $46,281 $46,941 | $48792 | $50,076 $52,187
Clackamas $42,160 $43,379 $44,338 $45.277 $46,397 $48,868 $49,501 851,724 $53,236
Clatsop $31,342 | $32,429 | $32,842 | $33,702 $34,181 $35,100 $35582 | $36,799 | $37,878
Columbia $32,322 $32,743 $33,557 $34,595 $35,691 $36,886 $37,475 $38,808 $39,706
Coos $31,259 $31,847 | $32,494 | $33333 | $34807 | $35942 | $37,048 | $38,032 | $39,542
Crook $35,513 $36,996 $40,275 $40,154 841574 842,716 | $44,776 | $47,029 $45,661
Curry 829,926 | $30,784 $31,545 $31,826 $32,717 $34,196 $34,104 | $34,697 | $35,700
Deschutes $35,227 $36,133 $36,780 837,742 $39,115 $40,701 $41952 | $44,206 $45,571
Douglas 833,322 | $34,053 | $34,822 | $35400 836,757 | $37,950 $38,731 | $39,763 | $40,745
Gilliam $39,814 $41,290 | $37,473 $36,123 $36,356 | $38,799 | $39,349 $39,398 | $42,728
Grant $31,232 $31,923 $33,619 $33503 | $35467 | $36,990 | $36967 | $38,056 | $39,649
Harney $30,773 $31,181 $32,148 $32,786 | $33,669 $34,375 $34,655 $36,661 | $37,077
Hood River $28,404 | $29,336 | $30,690 $31,222 | $32,455 834,913 | $36467 | $38,090 | $40,282
Jackson $34,371 $35,150 $36,011 $36,875 $38,013 $39,276 $40,323 $41,419 $42,267
Jefferson $33,130 | $33,220 $33,852 834,194 | $34,949 $35,796 $36,561 | $38,002 $39,818
Josephine $30,975 $31,237 $31,662 $31,831 | $32,846 | $34208 | $34,960 $35,907 $37,163
Klamath $33,163 833,415 | $34,044 | $34548 | $35507 836,531 | $36,852 $38,231 $39,316
Lake $32,190 $33,905 $34,412 $34,628 $35,539 $37,010 $37,623 $39,059 | $40,068
Lane $35,885 $36,789 $37,616 $38,351 $39,371 | $40,829 $41534 | $42,644 | $43,784
Lincoln $30,012 | $30,954 $31,802 $32,416 $33,309 $34,634 $35,511 $36,730 $38,608
Linn $35126 | $36,223 | $36,906 | $37,382 $38,315 | $39,420 | $40,970 $41556 | $43,882
Malheur $29,209 $30,226 $31,142 $32,155 $32,972 $33,653 $33,851 $35,473 $36,149
Marion $36,680 $37,375 $38,047 | $38,844 $40,182 841565 | $42,939 $44,756 $46,412
Morrow $38,026 $39,401 $40,568 $41,354 $44,164 | $49,900 $51,342 $50,354 $53,078
Multnomah 847216 | $48,667 | $49,639 $50,530 851,741 | $53,447 $55,442 $57,173 $59,954
Polk $30,383 $31,290 $31,286 $32,093 $33,047 $33,894 $35,249 $36,282 $37,902
Sherman $36,017 $37,591 | $39,654 | $38,699 $41509 | $43,739 $45375 | $45632 | $46,697
Tillamook $31,065 $31,799 $32,302 $32,691 $33,942 $35,326 $36,911 | $38444 | $39,244
Umatilla $34,072 | $34548 | $35,389 $35588 | $36,785 | $36,834 | $37,457 $38,641 | $40,238
Union $30,631 $31,756 $33,019 $33,840 $34,927 836,222 | $36,446 $38,095 | $40,829
Wallowa $28,154 | $28,684 $29,862 $30,015 $30,919 $32,231 833692 | $34,884 $36,392
Wasco 831,312 | $32,498 $33,004 $32,960 $34,522 $36,548 $38,025 838,572 | $40,678
Washington $54,013 856,585 | $58,929 | $59,462 | $62,682 | $65623 | $65908 $68,168 | $70,305
Wheeler $24,050 $25,497 $24,619 $25,871 $26,954 828,483 | $29,479 $29,013 $29,967
Yamhill $34,488 $35,184 $35,586 $36,459 $37,828 $38,999 $39,445 $40,552 | $42,309

Source: Employment and Wages by Industry (QCEW), Oregon Employment Department.
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