
Introduction
At its November 19 meeting, the Board of

Governors of the Oregon State Bar voted to enter
into a letter of intent (LOI) with Opus Northwest
for the development of a new bar center in Tigard.
This action culminates almost two years of research
and evaluation of land and new building possibilities
by representatives of the board.  The past research has
included studies by two architectural firms of the
potential of expanding the existing Bar facility.  Both
firms concluded that expansion of the existing facility
was not economically feasible and limited by current
building codes.  Under city and county building
codes, the current Bar facility has inadequate parking.
If the facility is expanded, parking would have to be
brought to current code requirements necessitating
the construction of a multi-level parking facility.  The
maximum expansion would be 7,000 square feet and it
would probably be blocked by the requirement of a
new curb cut on Meadows Road, the approval of
which is unlikely.

At the October 1 House of Delegates meeting, the
members of the House of Delegates were provided
information about this possible real estate transaction
and had an opportunity to discuss a potential transac-
tion with representatives of Opus and realtors.

This information sheet is an update of the salient
information that can be shared about the letter of
intent. All issues leading to the bar's decision to pur-
sue a new bar facility, including expanding the current
bar center, other sites or buildings, and future growth,
were addressed in the information sheet provided to
the HOD. The full text of that sheet follows this
report.

Opus Northwest
The bar has been working with Opus Northwest

since late summer. Opus is a privately-held national
and local developer with its corporate office in
Minneapolis and a regional office in Portland. Its
most recent developments include Bridgeport Village
in Tualatin and two office complexes similar to the
complex proposed for the bar, one of which is a short
distance from the proposed site.

Opus will purchase a six-acre site on Upper
Boones Ferry Road in Tigard, Oregon. Opus intends
to build two buildings on the site. The bar's building
will be the larger of the two. The building will be con-
structed "build to suit," that is, Opus will build the
building to the bar's specifications and sell it to the
bar once the construction is complete. Opus also

expects to construct the second building as a build to
suit for another client.

Letter of Intent
The letter of intent the bar will sign with Opus is a

non-binding agreement defining the conditions for
Opus to build and the Oregon State Bar to buy an
approximately 75,000 s.f. three-story building. The
site of the new building is located in an area of mixed-
use commercial and retail space about two miles
southwest of the current bar center about one-half
mile west of I-5.

The bar will not occupy the entire building.
Initially, the bar is obligated to occupy 55,000 square
feet including separate offices for the Professional
Liability Fund and some space that the Bar will sub-
lease. The balance of the building is pre-leased for at
least five years, guaranteeing the bar rental income.
Thereafter, the bar is responsible for occupying or
leasing the extra space.

The letter of intent is somewhat uncertain as to
the timing because the bar must sell the current bar
center and Opus must complete the construction. It
is expected these two events will transpire within the
next two years. The LOI provides the conditions for
numerous contingencies and options including, for
example, if the bar were to move into the building
with a short-term lease and eventually purchase the
building. 

Participation of PLF
A critical component of the bar purchasing a new

building was the PLF moving into the building. The
Board of Directors of the PLF has agreed that the
PLF will move into the new building. Its offices will
be on a floor separate from the Bar office. PLF will
retain the same amount of space it has in its existing
location, and the new facility will allow it to expand,
or contract, its space requirements. Once it moves to
the new facility, PLF will save an estimated $100,000
in annual lease costs. 

The Criteria for Selection of a New Facility
It is important to remember why the bar focused

on the site in Tigard. In addition to working with a
reputable developer who will alleviate many of the
burdens of design and construction, the site in Tigard
satisfied all the criteria used in evaluating potential
new sites and facilities. The criteria were:
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1. Cost
The cost of a new facility must not cause an
increase in the membership fee.
Although the project with Opus will be a higher
cost than other sites the bar explored, including
a building in Hillsboro, the cost of a new facility
will not cause an increase in the membership fee.
Any future fee increases will be for program and
other operational needs. This is possible because
of the net worth of the current building, savings,
and lease revenue from the new building.

2. Location
Close to the existing bar center along I-5 corri-
dor from south Portland to Wilsonville.
The site is 2 miles from the existing bar center
and only one-half mile off I-5. The bar's original
plan always was to stay along the I-5 corridor.

3. Growth Flexibility
New space must satisfy growth for at least 25
years.
With the original move-in, about 20,000 s.f. will
be occupied by parties other than the bar or the
PLF. The leases for that space will provide
opportunities for the bar to move into that space
as it becomes necessary. In the meantime income
will be generated. The Bar's offices initially will
include much-improved meeting space.

4. Parking
Free to visiting members and staff; adequate to
handle large membership events. The purchase of
the land and building will provide about 280
parking spaces. By comparison, the current bar
center has 104 spaces.

5. Member Accessibility
Close to existing bar center; free parking.
Any member of the bar who visits the new bar
center will drive a few minutes less or a few min-
utes more than a visit to the existing bar center.
All parking will be free.

6. Staff Accessibility
Close to existing bar center; free parking; mini-
mal travel disruption.
See response to criteria 4.

7. Long Term Appreciation
Located in stable or developing area.
The current bar center has appreciated about
350% in nineteen years. That seems unrealistic
for the new building, but the realtor's conserva-
tive estimate of a 2.5% growth factor, indicates
that the building will be worth $34 million after
25 years.

8. Leasing Risk
Willingness to be a landlord; must generate
enough rent to pay for unused space.
All but approximately 5,000 s.f. of the building
will be occupied by the bar or pre-leased to the
PLF and non-related tenants. The rents will off-
set the increased debt service for the new build-
ing.

9. Nearby Amenities
Easy access to and abundance of restaurants,
hotels, retail.
The new bar building will be less than one-half
mile north of the new Bridgeport Village with its
numerous restaurants and shops. New construc-
tion still continues adjacent to the Village. Just as
the current bar center, there are several hotels of
various price ranges near the new building.

10. Timing
Adequate time to sell existing building; minimize
pressure to move.
Once the letter of intent and the contractual
agreements are executed, the bar will list the bar
center for sale. The projected move-in date at the
new bar center is October 2007. This almost
two-year period should be adequate for the sale
of the bar center and the construction of the
new building.

11. PLF
The PLF Board of Directors has voted for the
PLF to move into the new bar center.  It will
save at least $100,000 per year on rent.

What the New Building Offers
The bar embarked on the building project with the

future in mind. The space at the existing bar center is
adequate today, but not the most efficient and not
expandable. Owning a larger building allows the bar
to control better its future and the larger facility is an
investment in that future - for Oregon's attorneys'
needs and a financially sound asset. The leases will be
staggered to allow decisions for future space needs.
The bar will receive rental income on this unused
space to offset higher mortgage payments.
Conservative estimates indicate that in 25 years the
building would be valued at $34 million with no debt
service, satisfying all space needs for the bar and PLF,
and generating a positive cash flow.

The Cost and Funding of the New Building
The cost of the building including the tenant

improvements will be about $18.5 million. The LOI
includes the essentials of a class A building, but the
bar still needs to evaluate its needs for meeting room
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space and new web and telephone technologies for
meeting and seminar enhancement, and security. The
building cost will be financed with the proceeds of the
existing bar center and the balance of about $11.5 mil-
lion with a 25 to 30 year mortgage.

Today, the net equity in the bar center is estimated
at $7 million and that equity will be transferred into a
new building with a value of $18.5 million. The bar
does not have the commitment for a loan yet, but
expects little difficulty obtaining one with its credit
history and almost 40% equity in the new building.
Cash flow projections indicate no negative financial
impact for the bar in the first five years, and after five
years, the bar should be positioned to handle any vari-
ations caused by changing leases or space needs.

The Benefits of a New Building
The decision to sell the bar center and purchase a

new building comes with certain risks, but they are
outweighed by the benefits of a new bar center.

• A new building replaces a 21-year old building
(in 2007) in need of major roof repair, heating
and cooling systems upgrades, with limited park-
ing.

• The bar moves into a new building with the same
equity as the old building with a far greater
potential for equity gain.

• The new building allows office, meeting and
parking space to grow (or expand) in response to
program or meeting needs.

• New meeting rooms will provide technology for
future meeting, telephone and web conferencing
capabilities.

• The building is in a growing area of the Portland
metropolitan area, yet remains in close proximity
to the current bar center and downtown
Portland, and easy access to the I-5 corridor.

The Risks of a New Building
The risks of the new building are significant.  Our

existing building could sell for less than anticipated
and interest rates could increase before the Bar is
ready to close the purchase of the new building.  This
could necessitate extending the terms for financing
the new building and reducing reserves.  After the
first five years during which the extra 20,000 square
feet is pre-leased to third parties, the Bar will need to
renew leases if the original leases are for five years
only.  The building is being designed for multiple ten-
ants to reduce the vacancy exposure.

The letter of intent will be executed shortly.
Definitive transaction documents are to be developed
by December 31. If you have any questions or com-
ments about the new bar center, address them to 
newbarcenter@osbar.org. Your comments will be
shared with the representatives of the Board of
Governors who worked on this project for the past
two years.
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Introduction
The Oregon State Bar is in a unique position to

partner with a national developer to build a new bar
center to satisfy the long-term office space, meet-
ing, and seminar needs of the bar. The bar has been
researching expanded space and new building possi-
bilities for almost two years. This development
opportunity, if pursued, will require action by the
Board of Governors soon. It offers many opportu-
nities and risks that the Board of Governors wants
to share with the House of
Delegates before making a final
decision.

Current Facilities
The Oregon State Bar Center is

a 41,379 s.f. two-story, wood con-
struction building with a day light
basement. It was built in 1986 for
$2.2 million on a 1-1/2 acre site in
the Kruse Way/Meadows Road
office complex in Lake Oswego. At
the time of construction, it was the second building
in the office complex. The building is owned by the
bar and has a mortgage balance of $585,000.

The bar center has been at its present location
for nineteen years. When the bar moved to Lake
Oswego from SW Portland, the move was contro-
versial for its location, size and newness of facilities.
Today, the building is in the most expensive and
highly sought commercial real estate market in the
Portland metropolitan area and is estimated to be
worth $7 to $8 million. The foresight of the bar
leaders in the 1980's has been a financial and func-
tional windfall for the bar.

Alternatives Already Evaluated
About two years ago, the board's Budget &

Finance Committee began discussing the long-term
facility needs of the bar. Initial thought was to pur-
chase vacant land and hold the site until it was nec-
essary for the bar to move. The targeted location
was along I-5 from south Portland to Wilsonville.
The bar used the services of Macadam Forbes to
identify such sites, but it became evident that such
sites with a reasonable cost were almost nonexist-
ent.

Expansion of the Bar Center
On two occasions with two different architectur-

al firms, the bar evaluated the possibility of expan-

sion at the existing building. In 2000, in anticipation
of the PLF moving, the report of architects
Barrentine Bates Lee indicated that building expan-
sion was possible with a new underground parking
structure. That proposal did not gain any momen-
tum as consensus was the cost to expand did not
justify the space gained.

Earlier this year, architects Yost Grube Hall
("YGH") performed a more extensive evaluation.
YGH's initial plan was to add a two-story

office/meeting structure of
approximately 15,000 s.f. to
the front of the existing bar
center and a two-level parking
structure on the east parking
lot. The YGH research with
various government agencies
concluded: "(a) review of those
Codes coupled with input by
City of Lake Oswego officials
… suggest … the proposed
building expansion size of

15,000 s.f. and the difficulties of providing the nec-
essary parking requirements, may be an unachiev-
able goal for the property."

The architects further added that if the building
expansion size were reduced to 7,000 s.f., the possi-
bility to expand on the site improves. Again, both
options were considered too expensive and created
only a short-term solution to a long-term problem.

The bar also has considered moving a depart-
ment offsite once the current building becomes
overcrowded. However, based on rental costs and
the disadvantages of separating staff, this was
deemed impractical and too costly for the amount
of space gained. The space in the existing bar center
currently used for warehouse and shipping could be
moved offsite. However, that space is below ground
level and not conducive for office or meeting room
space.

Site Visits
Representatives of the bar have visited and stud-

ied numerous vacant sites or buildings. Potential
sites explored in the Portland metropolitan area
were: a building in the Kruse Way complex, a vacant
site in Johns Landing, vacant land near the Haynes
Road exit off I-5, a development at the junction of
highways 26 and 217, a partially complete building
in Hillsboro, a building and excess land in
Wilsonville, and an almost-ready-to-move-in build-
ing in downtown Portland. Additionally, the com-

The foresight of the bar
leaders in the 1980's has
been a financial and
functional windfall for
the bar.

An Information Sheet presented to the House of Delegates on October 1, 2005

A Future Bar Center—Issues and Answers
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mittee has received information about new facilities in
the Gateway District in Portland, and other Portland
metropolitan areas, and met with the Portland
Development Commission about the bar moving to
downtown Portland. Two sites were evaluated in detail
and both were found insufficient in satisfying the
majority of the selection criteria.

What the Bar's Board of Governors is
Considering Now

The bar is considering building a new bar center on
a six-acre site on Upper Boones Ferry Road, one-half
mile north of the new Bridgeport Village complex in
Tigard. This site is approximately one-half mile west
of the Carmen Road exit off I-5 and approximately
two miles southwest of the existing bar center. The
site will be purchased by Opus Northwest, a national
and local developer. Opus Northwest's recent devel-
opments include Bridgeport Village in south Portland
and two office complexes similar to the complex pro-
posed for the bar.

The building would be a "build to suit" building for
the bar and the Professional Liability Fund. Per Opus,
the optimal size building for the site is 120,000 square
feet. Initially the bar and PLF would use approximate-
ly half the space, about 55,000 to 60,000 s.f. The pro-
jected space need for the bar and PLF in 20 to 25
years is 80,000 s.f.

Part of the bar's negotiation with Opus is deter-
mining the best space and financial opportunity for
the bar and Opus. One proposal the bar is considering
is the purchase of the entire building. The space not
used by the bar and PLF would be master leased for
five years by Opus. The master lease guarantees the
bar rental income for the space not used by the bar
and PLF for the first five years. Thereafter, the space
not used by the bar would continue to be leased.

Participation of PLF
The PLF moved out of the bar center in summer

2001 as space became too cramped for the bar and
PLF. The PLF's move into the new facility and its use
of approximately 15,000 s.f. is critical to the develop-
ment of the new project. Initially, the PLF was not
interested in moving from its location in another
building on SW Meadows back into a building with
the bar due to the length of its lease, the cost to
move, and its preference to remain separate from
related bar functions. However, in a draft letter of
intent, Opus included a clause stating Opus would
take over the responsibility of PLF's current lease
with the Equity Group. The PLF board has not for-
mally acted on any move, but if the new project mate-
rializes, PLF probably would become a tenant and not
retain any ownership rights. 

The Criteria for Selection of a New Facility
The bar has used these criteria in evaluating all

potential new sites and facilities.
1. Cost – The cost of a new facility must not cause

an increase in the membership fee.
2. Location – Close to existing bar center along I-5

corridor from south Portland to Wilsonville.
3. Growth Flexibility – New space must satisfy

growth for at least 25 years.
4. Parking – Free to visiting members and staff;

adequate to handle large membership events.
5. Member Accessibility – Close to existing bar cen-

ter; free parking.
6. Staff Accessibility – Close to existing bar center;

free parking; minimal travel disruption.
7. Long Term Appreciation – Located in stable or

developing area.
8. Leasing Risk – Willingness to be a landlord; must

generate enough rent to pay for unused space.
9. Nearby Amenities – Easy access to and abundance

of restaurants, hotels, retail.
10. Timing – Adequate time to sell existing building;

minimize pressure to move.
11. PLF – Will/can the PLF move to the site also.

The site and development under consideration sat-
isfy all these criteria.

Why Purchase the Entire Building?
The bar embarked on the building project with the

future in mind. The space at the existing bar center is
adequate today, but not the most efficient, and not
expandable. Owning a larger building allows the bar
to control its future. The larger facility becomes an
investment in the bar's future - for Oregon's attor-
neys' needs and a financially sound asset. The leases of
the remaining approximately 60,000 s.f. would be
staggered to allow decisions for future space needs.
The bar would receive rental income on this unused
space to offset its higher mortgage payments.
Conservative estimates indicate that in 25 years the
building would be valued at $53 million with no debt
service, be satisfying all space needs for the bar and
PLF, and be generating a positive cash flow.

Space Requirements
The current active membership of the Oregon

State Bar is 12,450 (15,800 including inactive mem-
bers). The active membership has grown at the rate of
2.3% a year for the past ten years. At that same
growth rate, in 20 years the active membership will be
20,300. In thirty years, it will be twice what it is today.
The period of the last ten years has been a period of
comparatively slow growth. By comparison, in the
ten-year period ending 1985, the active membership
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growth almost doubled (actually 90%, or 9% a year).
One of the first issues to be resolved is the size

and number of more functional conference/seminars
space and meeting rooms. Currently, both are inade-
quate for highest and best use. An initial idea was to
create a large room which could be used for confer-
ences and seminars and events
like the HOD meeting, and
converted into three smaller
rooms for committee and sec-
tion meetings, which is the
most frequent use of meeting
room space.

When the existing bar cen-
ter opened in 1986, it was
occupied by approximately 48
full-time bar staff and the
Professional Liability Fund.
The current bar staff size is 86
(including Legal Services and the Oregon Law
Foundation). The bar does not project the same
growth history of the past nineteen years and has
considered various growth scenarios for the near
future (5 years) and long-term (20 to 25 years) based
on membership and staff growth.

Currently, there is only one substandard office
available for professional staff and a few open work
cubicles scattered throughout the building. The bar
center would reach capacity at these various growth
rates: 

• If the bar initiated a program like the Client
Assistance Office (3 to 5 FTE) in the future,
there is no practical location to put such an
activity other than convert a meeting room to
office space.

• If needs are projected at 1.5 FTE a year, capacity
would be reached at the bar center in six and a
half years.

• If staff size remains as it has from 2000 to 2005 –
an increase of only two FTE every five years –
capacity would be reached in 25 years.

The Cost and Funding of the New
Development

Since the optimal use of the site is a 120,000 s.f.
building, Opus and the realtor initially prepared a

financial prospectus for the bar to purchase the entire
building. Opus estimates the cost of the building and
land at $28.9 million. Opus would be responsible for
all development and construction costs, and upon
completion sell the building to the bar. The bar would
finance the purchase with a down payment of 20 to

25% with the proceeds from the sale
of the existing bar center. The bal-
ance of $21-22 million would be
financed with a 25 to 30 year mort-
gage. The larger mortgage payments
would be offset by rent payments of
the tenants in the remaining space -
initially about half the building. The
board stated from the beginning of
this project that the development of
a new bar center should not create
an increase in the membership fee.

The bar has considered a condo-
minium-ownership approach, where-

in the bar would not own the entire building, and
would seek an organization with similar space needs
as the bar. The compelling advantage of a shared facil-
ity is sharing some basic costs and space. The most
obvious is conference and meeting rooms, but also
could include a wide range of support and other oper-
ational functions. Although no such joint venture cur-
rently exists, the bar and Opus will continue to
explore that option.

Opus and the bar are developing other ownership
and cost scenarios. Under the right conditions, it may
be possible for the bar to purchase the entire building.
However, if the down payment, debt service, or inde-
terminate risks prove insurmountable, the bar's most
prudent decision may be to purchase only a smaller
portion of the building.
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