Community Development Department

MEMORANDUM
To: Mayor and City Council
Thru: Doug Thornley, City Manager Dﬂ‘/
From: Arlo Stockham, Community Development Director A(7
Subject: Reno City Council — July 28, 2021 — Agenda Items C.4 and L.5.1 (0 Second

Street) and C.5 and L.5.2 (290 Keystone Avenue)

Amended and Restated Option Agreements for 0 West Second Street and 290
Keystone Avenue

Attached please find the proposed amended and restated purchase option agreement for 0 West
Second Street in support of Items C.4 and L.5.1, and the proposed amended and restated
purchase option agreement for 290 Keystone in support of Items C.5 and L.5.2. Pursuant to City
Council’s request, also attached is a chart showing a 5-ytear history of discounted sale prices and
other incentives that the City has provided in conjunction with development projects.

Attachments:

L. Amended and Restated Purchase Option Agreement for 0 West Second Street
2 Amended and Restated Purchase Option Agreement for 290 Keystone Avenue
3 City Property Disposition and Incentives chart
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V1 (7-26-2021)

AMENDED AND RESTATED PURCHASE OPTION AGREEMENT
(0 West Second Street)

Between
Reno Redevelopment Agency and City of Reno
And

Reno Real Estate Development, LLC
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Article1 SCHEDULE OF TERMS
§ 1.01 Parties & Key Terms.

THIS AGREEMENT is by and between the following Parties involving the following
terms and conditions.

# | Terms Reference
a. | Effective Date July 31, 2019
Parties and Definitions
b. | Owners* City of Reno , a municipal corporation
City And
Agency Redevelopment Agency of the City of Reno

P.O. Box 1900
One East First Street
Reno, Nevada 89505

Authorized Representative: City Manager
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c. | Developer/ Reno Real Estate Development, LLC, a Delaware limited
Optionee/ liability company, or its assigns
Buyer.
Authorized Representative: Jeff Jacobs/Chris Mazanec
d. | Property See Exhibit A
0 West Second Street
APN 011-026-03
e. | Proposed §3.04 and | Construct an economic development or redevelopment
Project: §5.02 project within the meaning of NRS 268.063 and has a
minimum density of 30 units per acre for residential
projects or a minimum intensity of a 2.0 floor area ratio
(FAR) for mixed use or non-residential projects
Option Terms n s M sl
f. | Option Expiration | §3.01 October31, 2021, unless extended under §1.02
Date
g. | Option Fee §3.02 $25,000, which shall be in addition to the Purchase Price
if option is exercised, and paid as follows: $10,000
within 30 days from the Effective Date and $15,000
within 30 days from the first anniversary of the Effective
Date
Purchase and Sale Terms if option exercised .
h. | Purchase Price of | §4.02 [TO BE DETERMINED BY COUNCIL, but not less
Property than $75,000].
i. | Escrow Officer §4.03 Ticor Title of Nevada; 5110 Kietzke Lane, Suite 100,

Reno NV 89511.

ct and Operate the Proposed Project; Reverter of Title

J:

Obligation to Constru

Condition of Sale;
Reverter of Title

§4.04
§5.03
§5.04

Deed will include a covenant running with land and
reserve to the Grantor a right of reverter (such reversion
may not be subordinated to any financing, unless it is
secured by a letter of credit for the difference between the
Purchase Price and the Fair Market Value, and shall
terminate on the Construction Completion Date and,
upon breach of a covenant, the Property reverts back to
City upon repayment of the Purchase Price less Option
Fee to Buyer.

The Property is currently owned by Agency, but authorized to be quitclaimed to City. At
any time, one of them may quitclaim its interest to the other who will assume all the rights
and obligations of Owners hereunder.
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§1.02 Schedule

# | Event Reference | Deadline/Date*
a. | Obtain and Deliver | §3.05 Appraisal(s) must be prepared before Notice of Intent
Appraisal (s) §4.01 to Exercise Option.
b. | Date Notice of §4.01 Must be before October 31, 2021°
Intent to Exercise
Option.
c. | Closing Date §4.03 30 calendar days after all conditions of sale have been
satisfied.
d. | Automatic §4.06 October 31, 2021
Termination Date
e. | Building Permit §5.02 Building permit must be applied for by the first
Date business day of the 18" month after closing unless (i)

delayed by force majeure as provided in §6.01 or (ii)
otherwise agreed by the City Manager.

f. | Construction §5.02 Construction must commence by the first business day
Commencement of the 6" month after the building permit is issued
Date unless (i) delayed by force majeure as provided in
§6.01, or (ii) otherwise agreed by City Manager.
g. | Construction §5.02 Construction must be completed and a Certificate of
Completion Date Occupancy issued by the first business day of the 48"

month after the Effective Date of this Agreement
unless (i) delayed by force majeure as provided in
§6.01 or (ii) otherwise agreed by the City Manager.

* If any decision of the City Manager or other matter is referred or appealed to the City
Council, the deadline period for the matter being appealed or referred is extended to begin on
the day after a decision is reached by the Council.

Article2 RECITALS

A. Owner owns the real property described in Exhibit A (the “Property”) which is in the
City of Reno Redevelopment District 1.

B. Developer is acquiring multiple properties in Redevelopment District 1 with the intent of
redeveloping them into a commercial/entertainment/ residential district extending southeast
from the Fourth Street/Keystone intersection into downtown Reno. Developer’s plan includes
construction of an economic development or redevelopment project within the meaning of NRS
268.063

C. Developer desires to conduct due diligence on the property and determine how it would

fit into Developer’s planned redevelopment project before committing to purchase the Property

but is unwilling to invest funds and resources without having an option to purchase the Property
at the end of the due diligence period.
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D; If Developer desires to purchase the Property, the sale would be accomplished without
first offering the Property for auction as generally required of the City by NRS 268.062 because
the project would be within the exemption under NRS 268.063 for a redevelopment and
economic development project.

NOW THEREFORE in consideration of the mutual covenants and benefits herein, the Parties
agree as follows.

Article3 OPTION TERMS AND CONDITIONS
§3.01 Grant of option; Option Period.

a. Owner owns and hereby grants to Developer an option to buy the above described
Property according to the terms and conditions set forth in this Agreement.

b. Developer may exercise its option and Owner agrees to sell the Property to
Developer at any time during the Option Period which ends on the earlier of (i) the Option
Expiration Date set forth in §1.01; (ii) a voluntary termination by Developer pursuant to this
Agreement; (iii) service of Notice of Intent to Exercise Option by Developer pursuant to §3.07;
or (iv) termination due to default or other circumstances as specifically provided in this
Agreement.

¢ During the Option Period, and any extension thereof, Owner shall not directly or
indirectly show, solicit or entertain offers for sale, or grant any right or option to acquire the
Property to any other potential purchaser.

d. Owner agrees that during the Option Period, Owner shall (i) maintain the
Property in the same condition and repair as it is in on the date of this Agreement, reasonable
wear and tear excepted; (ii) not make any physical changes to the Property without the prior
written consent of Developer; and (iii) continue to operate and manage the Property as a parking
lot and shall retain all revenues. .

§3.02 Payment of Option Fee

Within thirty (30) days from execution of this Agreement by both Parties,
Developer shall pay to the Authorized Agent of Owner the above stated $10,000. Within thirty
(30) days from the first anniversary of the execution of this Agreement by both Parties,
Developer shall pay to the Authorized Agent of Owner the above stated $15,000. The fee is not
refundable but shall be applied to the purchase price of the Property if Developer purchases the
Property.

§3.03 Due Diligence during Option Period.

a. Owner Document Delivery. Owner shall deliver or cause to be delivered to Developer
within thirty (30) days from payment of the $10,000: (i) a Preliminary Title Report; (ii) all
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property condition reports that the Owner has in its possession; and (iii) Representations and
Warranties that the Owner proposes to give to Developer upon closing.

b. Inspections.

(1)  During the Option Period, Developer shall promptly arrange for and complete all
inspections it desires, including environmental investigations, pest control inspections, soils
analysis, geotechnical inspections, and the like, to be conducted at Buyer’s expense, unless
otherwise agreed. Owner agrees to cooperate with the scheduling of each inspection so that all
inspections (except final walkthrough) can be concluded during the Option Period.

2) Developer may request a walk through inspection at any time before Closing, and
if requested, Owner agrees to be present or have an agent who is knowledgeable about the
Property present for the walk through inspection.

3) Owner shall grant access to the Property to Developer and all contractors of
Developer at any reasonable time and upon reasonable notice and Developer agrees not to
unreasonably interfere with the operations of the Property.

) Developer shall indemnify Owner and hold Owner harmless from all costs, claims
or liability of any kind resulting from all acts or omissions of Developer, its contractors, agents
and employees relating to access to the Property during inspections. This provision shall survive
the termination of this Agreement for one year.

(5) Objections, questions. Owner and Developer shall meet and confer during the
due diligence process to negotiate possible remedies for objections to the condition of the
Property.

6) Subsequent Actions, Disclosures.  If, however, after the Developer’s Notice of
Intent to Exercise Option is given and Owner subsequently makes a correction or amendment to
any representation or warranty or any disclosure regarding the title or condition of the property,
or delivers any document required to be delivered to Developer, Developer shall have ten (10)
days to consider the information provided and may rescind the Notice of Intent to Exercise
Option or terminate this Agreement in its sole and absolute discretion.

§3.04 Establishing a Qualifying Project

a. During the Option Period and at least two weeks before serving a Notice of Intent on
Owner, Developer shall prepare and deliver to Owner a site plan and project description
describing how the Property will be developed and used, if acquired, to:

(i) establish new commercial enterprises or facilities within the city;

(i1) support, retain or expand existing commercial enterprises or facilities within the
city;

(iii) establish, retain or expand public, quasi-public or other facilities or operations
within the city;
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(iv)  establish residential housing needed to support the establishment of new
commercial enterprises or facilities or the expansion of existing commercial enterprises
or facilities; or

v) any combination of the activities described in subparagraphs (i) to (v), inclusive,
= to create and retain opportunities for employment for the residents of the city.

b. The project must have a minimum density of 30 units per acre for residential projects or
a minimum intensity of a 2.0 floor area ratio (FAR) for mixed use or non-residential projects.

§3.05 Appraisal and establishing value.

a. During the Option Period, and before serving Notice of Intent to purchase, Developer and
Owner’s Authorized Representative shall determine the Fair Market Value of the Property .Fair
Market Value will be established under NRS 268.059 by the average of two appraisals. The
appraisers shall be retained by the City and the expense of the appraisal(s) shall be paid by
Developer. The appraisers shall be selected from the list of appraisers maintained by the City
under NRS 268.059.

b. If a party reasonably challenges the methodology of an appraisal, a substitute appraisal
may be obtained.

c. The Fair Market Value of the Property must be established and agreed upon before
Developer serves Notice of Intent to Exercise Option.
d. Any dispute may be referred to the City Council and the deadline for the Notice of Intent

shall be extended to 30 days after a decision is made.

§3.06 Notice of Intent to Exercise Option

a. When Developer has completed its due diligence and the determination under
§3.04 and the value has been agreed upon under §3.05, if Developer is ready to acquire the
Property subject to the terms and conditions set forth below, it shall serve written notice on the
Authorized Representative of the Owner. The Notice of Intent to Exercise Option must include:

() An agreement by Developer as to the Purchase Price; and

(i) a statement that the Developer has completed due diligence on the
Property and accepts the Property AS IS WITH ALL ITS FAULTS and is
ready, willing and able to close the sale within the Closing Date.

b When Developer has served the Notice of Intent to Exercise Option on the
Owner’s Authorized Representative, the Option terminates and the Parties shall proceed to
closing.
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C. Agency or City may quitclaim its interest in the Property to the other who will
assume all the rights and obligations of the Owners and complete the sale.

Article4 PURCHASE AGREEMENT; REVERTER
§4.01 Conditions Precedent

a. If Developer provides Notice of Intent to Exercise Option to purchase the Property, the
Parties shall meet and confer regarding the terms and conditions of this Purchase Agreement.

b. Conditions Precedent Owners obligation to sell and Developer’s obligation to purchase
the Property is subject to all of the following conditions precedent:

1. It has been determined that the proposed project qualifies as an economic
development or redevelopment project that warrants sale to Developer without a public auction
as set out in §3.04, and the purchase price has been agreed upon under §3.05.

2 The terms of the sale have been agreed upon by Developer and the City Manager.

3. Developer has prepared plans and specifications for the construction of the
Proposed Project, and has commitments to finance the construction.

4, The sale must be authorized and meet all the conditions of Nevada law.

o ! All of the representations and warranties made by each party in this Agreement
and in any closing certificate must be true in all material respects as of Closing Date.

6. Developer, in its sole discretion, must be satisfied as to the legal description, the
status of title, title commitment, and the condition of and the suitability of the Property for its

intended use, in Developer’s sole discretion.

§4.02 Purchase Price; allocation of closing costs.

a. The base purchase price for the Property is as set forth in §1.01 above.

b. Closing costs shall be allocated and paid as follows:
Title Report Developer pays 100%
Title Insurance Developer pays 100%
Survey (if needed) Developer pays 100%
Appraisals and reviews Developer pays 100%
Soils Analysis Paid by party who orders.
Environmental Assessments Paid by party who orders.
Transfer Tax Developer pays 100%
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Property Taxes Exempt. Developer to pay
from closing.
Tenant Rents & Deposits None
Escrow Agent Fees Developer pays 50%
Owner pays 50%
Recording Fees Developer pays 100%
C. Payment of real estate commissions.  Owner represents to Developer that there are no

real estate or brokerage commissions payable in connection with this sale to any party claiming
through Owner, or arising out of the actions of Owner. Developer represents to Owner that there
are no real estate or brokerage commissions payable in connection with this sale to any party
claiming through Developer or arising out of actions of Developer. Each party shall indemnify
and hold the other harmless from all costs, claims, damages, or liability of any kind in
connection with the breach of this representation. The representations and indemnities in this
paragraph shall survive the closing or earlier termination of this Agreement.

e Payment of Purchase Price. Developer agrees to pay the purchase price and its share of
expenses in cash at Closing.

§4.03 Escrow

a. Escrow Instructions. Escrow shall be established with the Escrow Agent indicated in
§1.01 above and the Parties shall prepare joint escrow instructions.

b. Preclosing.  On the preclosing call of Escrow Agent: (i) Developer and Owner shall
have duly executed and delivered to each other or to the Escrow Agent all the documents listed
in the Escrow Instructions or otherwise required or contemplated by this Agreement, including
closing certificates, and each receiving party shall have reviewed and approved the document;
(ii) all documents necessary to accomplish any financing of the sale shall have been delivered
and approved by the Parties; (iii) Escrow Agent shall prepare and deliver to both Parties a
settlement statement indicating funds received or to be received and allocating such funds to
payments to the Parties, taxes, assessments, closing expenses, and both Parties must approve the
settlement statement; (iv) Owner shall have delivered all documents or agreements required by
the Escrow Agent to insure title to the extent requested by Developer; and (v) Escrow Agent
shall be irrevocably committed to issue or cause to be issued the title insurance required by
Developer and Lender. At preclosing, the Parties shall instruct the Escrow Agent whether or not
to close the escrow. If preclosing is not accomplished, the foregoing actions shall be
accomplished at closing.

c. Closing Conditions.  Escrow shall not close until all conditions and provisions stated in
§4.01 and §4.03 have been met, waived or reserved.

d. Closing.  If conditions have been met, closing shall occur on the Closing Deadline or
other date agreed upon by the Parties. Closing shall occur at the offices of Escrow Agent. When
all conditions of closing have been met: (i) Developer and Owner shall execute and deliver

Purchase Option Agreement Page 9
107326934, 1



Escrow Agent all documents listed in the Escrow Instructions or otherwise required to complete
the intents and purposes of this Agreement; (ii) Developer and Owner shall deliver into escrow
in collected funds the purchase price and all funds necessary to close the sale; (iii) the Escrow
Agent shall record and distribute all documents as provided in the Escrow Instructions; and (iv)
Escrow Agent shall disburse all funds as provided in the Escrow Instructions and settlement
statements approved by both Parties. When all the foregoing events have been completed,
“Closing” shall have occurred.

e. Escrow Agent Delays.  Provided that Developer and Owner have accomplished all that
has been required of them as indicated in this Agreement, a delay in the settlement or closing
caused by Escrow Agent or factors beyond the control of Escrow Agent shall not be considered
as a default by Developer or Owner, and the Closing Deadline shall automatically be extended
for a reasonable period of time not to exceed thirty (30) days to close. If escrow does not close
within thirty (30) days from Closing Date through no fault of either Owner or Developer, the
Parties may appoint a substitute who shall serve as the Escrow Agent for all purposes under this
agreement and the Escrow Instructions.

f. Failure to close. Except as provided next above, if closing does not occur by the
Closing Deadline due to the default, actions or inactions of a party, the nondefaulting party may
terminate this Purchase Agreement and seek any remedies available under this Agreement.

4.04 Delivery of possession; Title to be conveyed subject to covenant.
Yoy p
a. Delivery of Possession. Immediately upon closing, Owner shall deliver

possession of the Property together with all keys, codes, and documents necessary for Developer
to obtain and permanently enjoy full exclusive possession and title to the Property.

b. Removal of Personal Property.  On or before closing, Owner shall remove all
personal property belonging to Owner which is not part of the sale. Unless otherwise agreed, all
personal property left on the Property on the delivery of possession shall be presumed to be part
of the sale, and title shall pass to Developer.

c. Conveyance of Title. Upon closing, Owner shall deliver insurable fee title free
of all encumbrances, liens, conditions, or other exceptions to or defects in title except those
permitted exceptions agreed upon by Developer and further except for a covenant running with
the land as provided in Article 5 of this Agreement.

d. Property Condition. Upon closing, Developer has completed all its due
diligence and shall accept the Property AS IS WITH ALL ITS FAULTS.

§4.05 Condition of Property; Risk of Loss

a. Eminent Domain. If proceedings under power of eminent domain are
commenced before the Closing Deadline to take any portion of the Property, Owner shall
promptly inform Developer and Developer may rescind this Purchase Agreement at any time
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