CITY OF LOVELAND

CITY MANAGER’S OFFICE
Civic Center e 500 East Third e Loveland, Colorado 80537
(970) 962-2303 ¢ FAX (970) 962-2900 ¢ TDD (970) 962-2620

City of Loveland

AGENDA ITEM: 2

MEETING DATE: 5/24/2011

TO: City Council

FROM: William D. Cahill, City Manager
PRESENTER: William D. Cabhill

TITLE: Consideration of:

1. An ordinance on second reading enacting a supplemental budget and appropriation to
the 2011 City of Loveland budget for the purchase of real estate and water rights (former
Agilent property), and

2. Aresolution approving Agilent purchase and sale agreement and providing authorization
and direction to City Manager concerning closing of the City’s purchase of the Agilent

property.

DESCRIPTION:

This is an administrative action. The City has competed successfully to be named as the
candidate site for the ACE project. The City has entered into a Purchase and Sale Agreement to
purchase the subject Agilent property for $5.5 million, in order to transfer the property for ACE.
This action appropriates for the purchase, as well as for environmental insurance, closing costs
and short-term operations. In addition, a resolution directing certain staff actions is presented
for adoption.

BUDGET IMPACT:
EYes [ENo
The funding is from various fund balances as described.

SUMMARY:

The City entered into a Letter of Intent in January, 2011 to buy the Agilent property located at
14th and Taft in southwest Loveland. In April, the City and Agilent executed a Purchase and
Sale Agreement for the property (Attachment 2.)

The purchase includes approximately 305 acres of property, over 800,000 square fee of
buildings, and substantial water rights (including 128 Colorado-Big Thompson units and three
Home Supply ditch shares.) Of this acquisition:
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e about 127 acres will be retained by the City as public open space,

o the water rights will be retained by the City as additions to the City's water portfolio, for
public benefit, and

o small parcels will be retained by the City for street right-of-way and a sewer easement.

The balance of the acquisition, about 170 acres, can be developed and will be transferred for
the ACE project.

As part of the process to purchase the site, the City has also pursued the purchase of
environmental insurance, to minimize financial risks of potential contamination. Environmental
hazards on the property have been substantially remediated by Hewlett-Packard, and the
Colorado Department of Public Health and Environment (CDPHE) requires no further action for
monitoring or cleanup. Hewlett-Packard has also provided an indemnity for certain hazards,
protecting the City or other buyers. However, to further safeguard its interests, the City proposes
to buy environmental insurance, providing $15 million in protection for 10 years, at a one-time
cost of about $125,000.

Total costs are:

Property purchase $5,500,000
Closing and miscellaneous costs 50,000
Temporary operations (2 months and property insurance) 147,000
Environmental insurance 125,000
$5,822,000
Sources of purchase money are:

Open Space Fund (127 acres @ $7,000/acre) $889,000
Street CEFs (.2 acres approx. for 14th/Taft ROW) 30,000

Raw Water Fund (128 CBT units and 3 ditch shares,
offset by liabilities for augmentation of ponds) 379,000
Wastewater Fund (.03 acre for easement for sewer line) 5,000
Interfund loan from Raw Water Fund 4,519,000
TOTAL $5,822,000

This reflects the benefits to the various funds. The Raw Water Fund currently has sufficient
balance to allow a temporary loan of part of its balance. This will be repaid from the sale of the

property.

Two items are presented to the Council: an ordinance for the funding action, and a resolution to
direct certain staff actions for the real estate transaction. This assures clear and unequivocal
City Council direction on the transaction.

LIST OF ATTACHMENTS:
1. An ordinance enacting a supplemental budget and appropriation to the 2011 City of
Loveland budget for the purchase of real estate and water rights.
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2. Aresolution approving Agilent purchase and sale agreement and providing authorization
and direction to City Manager concerning closing of the City’s purchase of the Agilent
property.

3. Letter from Open Lands Advisory Commission

RECOMMENDED CITY COUNCIL ACTION:

Adopt two motions to:
Approve the ordinance on second reading.
Approve the resolution.

REVIEWED BY CITY MANAGER:
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FIRST READING May 10, 2011

SECOND READING May 24, 2011

ORDINANCE NO.

AN ORDINANCE ENACTING A SUPPLEMENTAL BUDGET AND
APPROPRIATION TO THE 2011 CITY OF LOVELAND BUDGET FOR
THE PURCHASE OF REAL ESTATE AND WATER RIGHTS (FORMER
AGILENT PROPERTY)

WHEREAS, the City has reserved funds not appropriated at the time of the adoption of
the City budget for 2011; and

WHEREAS, the City Council desires to authorize the expenditure of these funds by
enacting a supplemental budget and appropriation to the City budget for 2011, as authorized by
Section 11-6(a) of the Loveland City Charter.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE
CITY OF LOVELAND, COLORADO:

Section 1. That reserves in the amount of $889,000 in the Open Space Capital Expansion
Fee Fund 223, $30,000 in the Street Capital Expansion Fee fund 229, $5,000 in the Wastewater
Enterprise Fund 042, and $4,898,000 in the Raw Water Enterprise Fund 046 are available for
appropriation. The reserves in the total amount of $5,822,000 are hereby appropriated for the
purchase of real estate and water rights; the operational and insurance costs of the buildings
purchased; and transferred to the funds as hereinafter set forth. The spending agencies and funds
that shall be spending the monies supplementally budgeted and appropriated are as follows:

Supplemental Budget
General Fund 001

Revenues

001-0000-373-46-00-AGL11 Transfer from Raw Water Fund 70,000
Total Revenue 70,000
Appropriations

001-2321-409-03-40-AGL111 Utilities 10,000
001-2321-409-03-50-AGL111 Professional Services 60,000
Total Appropriations 70,000



Supplemental Budget
Capital Project Fund 02

Revenues
002-0000-373-22-09-AGL111 Transfer from Street CEF Fund
002-0000-373-46-02-AGL111 Transfer from Raw Water Fund

Total Revenue

Appropriations
002-2321-409-09-10-AGL111 Land

Total Appropriations

Supplemental Budget
Wastewater Enterprise Fund 42

Revenues
Fund Balance

Total Revenue

Appropriations
042-4610-409-09-10-AGL111 Land

Total Appropriations

Supplemental Budget
Raw Water Enterprise Fund 046

Revenues
Fund Balance

Total Revenue

Appropriations

046-4520-473-01-00-AGL11  Transfer to General Fund
046-4520-473-02-00-AGL111 Transfer to Capital Projects Fund
046-4520-473-07-89-AGL11 Transfer to Risk & Insurance Fund
046-4710-409-09-52-AGL111 Water Purchase

Total Appropriations

30,000
4,372,000

4,402,000

4,402,000

4,402,000

5,000

5,000

5,000

5,000

4,898,000
4,898,000
70,000
4,372,000
77,000

379,000

4,898,000



Supplemental Budget
Risk & Insurance Fund 089

Revenues
089-0000-373-46-00-AGL11 Transfer from Raw Water Fund

Total Revenue

Appropriations
089-1575-409-05-10-AGL111 Insurance - Property and Liability

Total Appropriations

Supplemental Budget
Open Space CEF Fund 223

Revenues
Fund Balance

Total Revenue

Appropriations
223-0208-409-09-10-AGL111 Land

Total Appropriations

Supplemental Budget
Street CEF Fund 229

Revenues
Fund Balance

Total Revenue

Appropriations
229-0270-473-02-00-AGL111 Transfer to Capital Projects Fund

Total Appropriations

77,000

77,000

77,000

77,000

889,000

889,000

889,000

889,000

30,000

30,000

30,000

30,000



Section 2. That as provided in City Charter Section 4-9(a)(7), this Ordinance shall be
published by title only by the City Clerk after adoption on second reading unless the Ordinance has
been amended since first reading in which case the Ordinance shall be published in full or the
amendments shall be published in full. This Ordinance shall be in full force and effect upon final
adoption, as provided in City Charter Section 11-5(d).

ADOPTED this ___ day of May, 2011.

Cecil A. Gutierrez, Mayor

ATTEST:

City Clerk

APPROVED AS TO FORM:

! Hf;\ %, Z}/}fu'('(

I)(}&‘ruly' Tiily Attorney




RESOLUTION #R-37-2011

A RESOLUTION APPROVING AGILENT PURCHASE AND SALE
AGREEMENT AND PROVIDING AUTHORIZATION AND DIRECTION
TO CITY MANAGER CONCERNING CLOSING OF THE CITY’S
PURCHASE OF THE AGILENT PROPERTY

WHEREAS, the City of Loveland (“City”) and Agilent Technologies, Inc. (“Agilent”)
have entered into that certain Purchase and Sale Agreement dated April 18, 2011, a copy of
which is attached as Exhibit A and incorporated by reference (“the Agreement”); and

WHEREAS, the City has agreed under the Agreement to purchase from Agilent
approximately three hundred (300) acres of land, certain water rights associated with the land,
certain identified personal property, four (4) buildings consisting of approximately eight hundred
thousand (800,000) square feet of finished space, and numerous outbuildings, structures and
improvements, all located at 815 14" Street Southwest, Loveland, Colorado (collectively, “the
Property”); and

WHEREAS, the City’s obligation in the Agreement to purchase the Property is subject
to two contingencies; and

WHEREAS, under the first contingency in Section 4 of the Agreement the City has until
May 31, 2011, in which to inspect and conduct its due diligence concerning the Property; and

WHEREAS, if the City, in its sole and absolute discretion, determines any condition of
the Property is unsatisfactory to the City, it may give to Agilent, pursuant to Section 4.2, a
written “Due Diligence Termination Notice” on or before May 31, 2011 of the City’s election to
terminate the Agreement (*Termination Notice”); and

WHEREAS, under the second contingency in Section 18 of the Agreement the City
Council has until May 31, 2011, in which to appropriate the needed funds for the City’s purchase
of the Property; and

WHEREAS, if the City Council decides not to appropriate the needed funds, the City
may terminate the Agreement by giving Agilent the Termination Notice on or before May 31,
2011; and

WHEREAS, if the City provides Agilent with the Termination Notice under either
contingency on or before May 31, 2011, the City would be entitled to a refund of its one hundred
thousand dollars ($100,000) earnest money deposit that it has paid under Section 2.2 of the
Agreement; and

WHEREAS, if the City does not provide the Termination Notice to Agilent on or before
May 31, 2011, the City’s $100,000 earnest money deposit becomes nonrefundable; and



WHEREAS, under Section 3.3 of the Agreement the current closing date for the City’s
purchase of the Property from Agilent is June 23, 2011; and

WHEREAS, if the City does not elect to terminate the Agreement on or before May 31,
2011, it could still decide for any reason not to close on the purchase of the Property on June 23,
2011; and

WHEREAS, if the City decides not to close on the purchase of the Property on June 23,
2011, under Section 12.1 of the Agreement Agilent’s sole and exclusive legal remedy against the
City would be to retain the City’s $100,000 earnest money deposit; and

WHEREAS, by the adoption of this Resolution and adoption of an ordinance for the
appropriation of the funds needed to purchase the Property, it is the Council’s intention and
desire that the City Manager proceed with completing this transaction in accordance with the
direction hereinafter provided in this Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF LOVELAND, COLORADO:

Section 1. That the City Council hereby approves the Agreement.

Section 2. That the City Manager is directed to complete the City’s due diligence for the
purchase of the Property and, if on or before May 31, 2011, no condition of the Property has
been discovered or identified that would, in the judgment of the City Manager, result in any
undue risk of liability or cost to the City in proceeding with the transaction beyond May 31,
2011, the City Manager is directed and authorized to not give the Termination Notice to Agilent,
with the understanding that the City’s $100,000 earnest money deposit will be forfeited to
Agilent in the event the City does not close on the purchase of the Property on June 23, 2011. If,
however, a condition of the Property is discovered or identified on or before May 31, 2011, that
would, in the City Manager’s judgment, result in any undue risk of liability or cost to the City in
proceeding with this transaction beyond May 31, 2011, the City Manager may, after consultation
with the City Attorney, provide the Termination Notice to Agilent and seek the immediate refund
of the City’s $100,000 earnest money deposit, all as provided under the Agreement.

Section 3. That in the event the City Manager elects, as provided in Section 2 above, to
continue with this transaction beyond May 31, 2011, the City Manager shall not proceed with the
City’s purchase of the Property at the June 23, 2011 closing, or at such earlier or later closing
date as may be agreed to by the City and Agilent, without first receiving from City Council, by
motion or resolution, express authorization to proceed with the closing on the City’s purchase of
the Property from Agilent.

Section 4. That this Resolution shall be effective as of the date and time of its adoption.



ADOPTED this 24th day of May, 2011.

ATTEST:

City Clerk

APPROVED AS TO FORM:

A/\m 18 MM

Attorney

Cecil A. Gutierrez, Mayor



Exhibit A




















































































































































































PARKS AND RECREATION DEPARTMENT
Civic Center # 500 East Third Street e Loveland, Colorado 80537
(970) 962-2727 e FAX (870) 962-2903 » TDD (970} 962-2620
www.cityofloveland.org

City of Loveland

May 16, 2011 RECEIVED

MAY 17 201
Loveland City Council

500 E. Third Street A CITY MANAGER'S OFFICE

Loveland, CO 80537
Subject: Agilent Property — Open Lands Acquisition
Dear Members of the Loveland City Council,

The Loveland Open Lands Advisory Commission held its regular meeting on May 11,
2011. During the discussion of the agenda item “Agilent Property — Open Lands
Acquisition,” members of the commission voted unanimously to recommend acquisition
of approximately 119 acres of open space for $889,000 as a part of the Agilent property
purchase by the City, subject to: 1) adequate City staff review of the Phase 1
environmental findings for the 118-acre open space parcel; 2) exclusion of the
approximately 8-acre parcel west of Taft Avenue from the proposed total open lands
acquisition of 127 acres; and 3) preservation of access on the east side of the property
by plat.

Respectfully,

/d;\i i ij”véf\j(

Rick Brent
Chair, Open Lands Advisory Commission

Cc: Bill Cahill, City Manager



CITY OF LOVELAND
CITY MANAGER’S OFFICE

Civic Center e 500 East Third e Loveland, Colorado 80537
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City of Loveland
AGENDA ITEM: 1
MEETING DATE: 5/24/2011
TO: City Council
FROM: City Manager
PRESENTER: Bill Cahill/Renee Wheeler
TITLE:

FINANCIAL SUSTAINABILITY RECOMMENDATIONS

DESCRIPTION:

Review recommendations for financial sustainability over the next ten years based on a process
approved by City Council that incorporated feedback from citizens, City Council, Boards and
Commissions, and employees. The $33.5 million recommendations over ten years include both
revenue enhancements and expenditure reductions and include no new taxes.

BUDGET IMPACT:
BYes [ENo

SUMMARY:

Recommendations to close annual average $3.5 million gap between projected revenue and
expenditures are presented in the attached report. This report provides information on the
process, the recommendations, the impact of the recommendations on the ten year financial
projections for the General Fund, and provides all information received during the public
process.

LIST OF ATTACHMENTS:
Staff Report: A Strategy for Financial Sustainability

RECOMMENDED CITY COUNCIL ACTION:
Upon council direction, staff will schedule this financial sustainability plan for City Council action
on June 7, 2011.

REVIEWED BY CITY MANAGER:
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Finally, the financial master plan expects that salaries will increase on the average by 3.5%.
Decreasing the amount of the base raise can create savings throughout the plan, but prolonged
periods of holding employee compensation down can damage the City’s ability to retain and
recruit high-quality employees (therefore violating principle #6 above). It is therefore important
to keep pace with market in being able to compensate employees.

The recommendation therefore steps up the rate of employee pay as the economy improves,
and as the job market improves. In 2009 and 2010, there were no employee raises. In 2011, the
City has been able to make a one-time merit pay distribution (which did not change permanent
pay ranges). The recommended action is to return to a permanent pay range increase in 2012
of 2%, and then return to pay range increases averaging 3.5% in 2013.

Fleet Management Strategy

The Vehicle Maintenance staff conducted a study of vehicle utilization to identify the bottom
10% of underused vehicles and equipment. Using utilization standards for municipal
government fleets from both the National Association of Fleet Administrators and the American
Public Works Association, a significant number of vehicles or equipment were identified for
elimination from the fleet.

The City can reduce costs of managing the operations and maintenance costs of the fleet by
$76,450 and the future replacement costs of the fleet. The significant number of vehicles or
equipment identified by the study would be sold for an estimated one time savings of $33,270 in
2012.

Reduce City Council Budget

The City Council budget will be reduced by $30,000 following Council comments at the April 22,
2011 study session. This would be achieved by reducing the amount of travel supported by the
City and reducing meeting expenditures. Both of these represent permanent changes in the
operation of the City Council, not simply one-time reductions.

Line Item Budget Reduction in Other General Fund Departments

Other City departments receiving General Fund revenues have reduced their budgeted levels by
approximately $510,000. These reductions have been made proportionally to the amount of
General Fund support received by each department, with attention to avoiding impacts to
critical services. In most cases, this involves a more austere approach to expenses, or
improvements in organizational efficiency. The $510,000 in reductions will be made in 2012,
creating a new budget “baseline” or “core” level of expenditure, and is then projected forward
through the 10-year financial planning period.
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