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Analyst:  Byerly 
Department of Administrative Services 
 
Request:  Acknowledge receipt of a report on a plan for the sale and distribution of property formerly 
siting the Oregon School for the Blind.  Allocate $900,000 from a special purpose appropriation made 
to the Emergency Board for the disposition of the Oregon School for the Blind and appropriate 
$2,138,324 General Fund to carry out the disposition plan.   
 
Recommendation:   Acknowledge receipt of the report, defer action on allocation of the special 
purpose appropriation, and deny the request for General Fund appropriation.   
 
Analysis:   House Bill 2834 (2009) directs the Department of Administrative Services (DAS) to 
develop a plan for the sale of the real property owned by the Oregon Department of Education (ODE) 
known as the Oregon School for the Blind (OSB).  The legislation and associated budget report set out 
sale criteria, cost recovery provisions for DAS and ODE, plan components, and a February 2010 
reporting deadline. 
 
After assuming responsibility for the property effective July 1, 2009, DAS worked with ODE to 
dispose of personal property at the site.  The agency then took over maintenance support for structures, 
secured the facility, and obtained several property assessments.  These include a real property appraisal, 
review appraisal, environmental site assessment, title survey, utilities survey, and historical resource 
assessment.  The agency has also completed a report on its plan for disposition of property, including 
sale options and the agency’s recommended course of action. 
 
HB 2834 directs DAS to determine the sale price of the property but states that the sale price must meet 
or exceed the fair market value of the property.  In addition, the budget report for HB 2834 directs DAS 
to outline multiple options, with a return on investment (net proceeds) for each option identified. 
 
In its report, DAS explores four primary sale options, as follows: 
 

1. Sell the property as is without any modifications 
2. Sell the property as brownfield site after completing building demolition and hazard abatement 
3. Sell the property with some buildings remaining 
4. Postpone sale to a defined or indeterminate date 

 
The table below displays estimated sale price, costs, and net proceeds for Options 1 and 2.  The sale 
prices are based on appraisal values and costs are split into two primary phases:  Phase 1 consists of 
site management and assessment costs through February 2010, Phase 2 consists of costs associated 
with demolition and hazard abatement for Option 2.   
 

Opt # Description
Appraised 

market value
Phase 1

Costs
Phase 2

Costs
Net sale 

proceeds
1 As Is 5,470,000 431,156 0 5,038,844
2 Brownfield 7,700,000 431,156 2,607,168 4,661,676  

 
Each option has an additional cost component for ongoing monthly expenses incurred until the 
property is sold.  Costs for Option 1 are estimated to be about $30,000 per month, while Option 2 is 
projected to be about $6,000 per month.  Option 1 costs are greater due to facility maintenance and 
security requirements.  Please note that the property in as is condition (Option 1) would need to be on 
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the market for approximately 13 months before associated monthly costs would erase the higher net 
sale proceeds projected under that option.   
 
The agency’s report also presents estimates for sales proceeds under multiple scenarios (Option 3) in 
which some buildings are retained on the property, and in some cases, renovated.  Costs for these 
options and the associated lower net sales proceeds make these less desirable.  In addition, both the 
original and review appraisal are in agreement that the highest and best use for the property is 
demolition of the existing buildings and future redevelopment.   
 
Under Option 4 (delay sale), the state would continue to incur monthly costs for site maintenance and 
security.  The report does not specifically address a timeframe or methodology for delaying the sale.   
 
The agency recommends Option 2, as DAS believes the state can get the best price by selling the real 
property as a brownfield site.  The agency also indicates that proceeding with Phase 2 as soon as 
possible would result in significant cost savings due to current conditions in the construction market.  
A cost savings amount was not identified in the agency’s report.  As noted in the previous table, Phase 
2 is estimated to cost $2.6 million.   
 
At the request of the Legislative Fiscal Office (LFO), DAS sought out additional information from 
potential buyers, developers, and real estate experts to help identify the advantages and disadvantages 
of the different options.  The majority of those providing input acknowledged that the site would have 
more development appeal and a higher sales price if it were shovel ready.  At the same time it was 
recognized that there would be potentially significant upfront costs associated with hazard mitigation 
and demolition.  Several of the respondents indicated there are benefits to the other options as well. 
 
Legislative Fiscal Office Observations 
LFO does not see a compelling case in support of sale Option 2.  The agency’s report does not clearly 
demonstrate that this option will generate higher net sales proceeds – especially one worth the General 
Fund price tag in tight budget times.  LFO would also like to draw attention to the following: 
 

• For its preferred option, DAS is using a 5% differential for the estimated sales price of the 
property.  While both the appraisal and other expert comments do note there potentially are 
motivated buyers that could result in a price higher than appraised value, that feedback does not 
make a distinction between the property being in as is or brownfield condition.  The property’s 
size and location appear to be more significant factors related to buyer motivation. 
 

• The DAS report mentions that building renovation costs for a private buyer would be lower due 
to avoidance of prevailing wages.  This cost differential is not, however, noted in report’s 
discussion of the buyer’s costs for hazard mitigation and demolition under the as is scenario. 
 

• The “high risk” designation for selling the property in as is condition seems extreme.  The 
school had been operating at the site since 1884.  The hazards are known and have been 
evaluated multiple times.   
 

• The DAS contract for the title survey and environmental assessment work is structured to add 
on services for actual hazard abatement and demolition services.  While this may be proactive 
contracting, this provision makes it seem like the agency was predisposed toward Option 2 
from the beginning of plan development.  The contract does not leave the agency liable for 
costs associated with not requesting those additional services. 
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Legislative Fiscal Office Recommendation 
The Legislative Fiscal Office recommends that the Committee acknowledge receipt of the report, defer 
action on allocation of the special purpose appropriation, and deny the request for General Fund 
appropriation.  The agency should have sufficient Other Funds limitation and cash to continue to front 
costs associated with the property sale until the Emergency Board meeting anticipated for May 2010.  
Please note that resources set aside in the Special Purpose Appropriation (SPA) would be able to cover 
the agency’s initial and ongoing costs while the property is up for sale, even if that timeframe continues 
into the 2011 calendar year.  Setting aside Option 2 eliminates the need for General Fund. 
 
In addition, direct the Department to take the following action: 
 

1) Move forward on Option 1 and place the property up for sale as soon as possible.  The agency’s 
report indicates this could occur as soon as March 2010. 
 

2) Review monthly costs associated with maintaining and securing the property to ensure that 
minimal levels of services are being performed.   
 

3) Return to the anticipated May 2010 meeting of the Emergency Board with an update on sale 
progress and steps taken to mitigate ongoing costs.   
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PLAN FOR THE SALE OF 
THE FORMER OREGON SCHOOL FOR THE BLIND 

Department of Administrative Services 
Facilities Division 

 

Executive Summary 
Background: 

During the 2009 Regular Session, the Legislature enacted HB 2834, which called 
for closure of the Oregon School for the Blind. The bill directed the Department of 
Administrative Services (DAS) to work with the Oregon Department of Education to shut 
the school down and sell the property.  A budget note required DAS to report to the 
Special Session of the Legislature in February 2010 and present a plan for disposition of 
the property.  This report—DAS Plan for the Sale of the Former School for the Blind—
summarizes the efforts carried out thus far and currently under way to prepare the 
property for sale.   

 
Status: 

The facility is now vacant. DAS and the Department of Education have dealt with 
all personal property that had been on the site. The DAS Facilities Division has installed 
security fencing around the perimeter of the property, and has completed an assessment 
of the physical condition of the facilities and grounds. A thorough survey and appraisal 
are complete.  DAS staff has met with the South Central Area Neighborhood Association 
and the City of Salem, and has held a public meeting to update interested parties 
concerning the state’s efforts and plans. 

 
Recommendation: 

The Legislature directed DAS to sell the property at a price equal to or above the 
real property’s fair market value. Having examined several approaches that to selling the 
property, DAS believes the highest price is attainable by selling the real property as a 
brown field site (all buildings and tunnels have been removed and the property is ready 
for site preparations necessary for new construction).  Making this site available as a 
clean, ready-to-build site will ensure that a purchaser can begin construction as quickly as 
possible.   

Construction costs are lower now than they have been for some time.  Building as 
soon as possible could save a buyer a significant amount.  Few, if any, potential buyers 
will accept the risk associated with the abatement of the existing hazardous materials 
(substantial asbestos; limited lead paint, mercury, and pcb) and site cleanup.  More 
buyers are willing to purchase a clean site. The appraisals commissioned by DAS suggest 
that several potential buyers may have strong incentive to obtain the property. These are 
buyers who would likely enable the state to reach its goal of obtaining the highest 
possible price, which would in the greatest benefit to the Education Stability Fund. 
 

Type of Buyer Facilities 
Condition 

Appraised 
Value 

Cost to 
Sell 

Est. Sales 
Proceeds 

Est. Net 
Proceeds 

Risk Taker As Is $5.5M $.5M $5.5M $5.0M 
Normal (Avoids Risk) Brown Field Site $7.7M $3.0M $7.7M $4.7M 
Motivated1 Brown Field Site $7.7M $3.3M $8.3M+ $5.0M+ 

 
                                                 
1 Assumes a Real Estate Broker is hired to assist with the marketing effort. 
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PLAN FOR THE SALE OF 
THE FORMER OREGON SCHOOL FOR THE BLIND 

REPORT 
Prepared by the  

Department of Administrative Services 
Facilities Division 

 
1) Purpose 

This report describes the Department of Administrative Services’ plan to meet the 
Legislature’s directive to sell the real property that the former Oregon School for the 
Blind Program utilized while it was in operation.  The report identifies sales options 
and describes the steps the Department of Administrative Services (DAS) has taken, 
as well as the steps that we anticipate taking in the future. The language in the 
approved bill requires DAS to sell the property for a price that equals or exceeds the 
fair market value of the real property; DAS will determine the sale price.  

 
2) Real Property Overview 

The former Oregon School for the Blind (School) real property is located 
approximately six blocks from downtown Salem.  It is adjacent to Bush Pasture Park, 
the South Central Area Neighborhood (SCAN), and Salem Memorial Hospital.  It 
consists of 8.37 acres of landscaped property occupied by 11 buildings and parking 
lots. Mission Street borders the property to the south; Church Street to the west; 
Winter Street to the east; and Pringle Creek and Salem Memorial Hospital to the 
north. 

 
3) Collaboration with ODE 

Upon passage of HB 2834 (Exhibit 1), DAS entered into an Interagency Agreement 
(Exhibit 2) with the Oregon Department of Education (ODE). The purpose of the 
agreement was to identify specific steps required to close the school and relieve ODE 
of the responsibility for the physical caretaking of the property.  The agreement 
addressed operations and maintenance of the existing facilities; removal of all 
personal property; transfer of two maintenance staff from ODE to DAS; transfer of 
equipment and tools from ODE to DAS; transfer of responsibilities for utilities, data 
and telephone lines, and tenant leases from ODE to DAS. 

 
4) DAS Project Team 

DAS put together a project team for carrying out the responsibilities that HB 2834 set 
forth.  The purpose of this team is to carry out all aspects of the project appropriately 
and efficiently, including interpretation of statutory requirements, the physical 
caretaking of the real property, and completion of the sale process.   

 
The Project Team:  

• Facilities Division Deputy Administrator  
• Manager of the Operations and Maintenance Section 
• Maintenance Manager  
• Manager of the Planning and Construction Section  
• Statewide Property Management Section Manager  
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• Senior Construction Project Manager  
• Property Transaction Coordinator  
• Property Development and Disposition Planner/Coordinator     
 

DAS Facilities is working with the Department of Justice to ensure that the 
sales process complies fully with the law.  DAS Facilities is also coordinating 
communications on the project with the DAS Public Affairs Office, and has 
held neighborhood meetings with SCAN.  DAS Facilities has also met with 
City of Salem staff, and has held a public meeting to update interested parties. 

 
5) Preparation for Sale 

DAS divided the preparation of the sale process into two phases, which enables us to 
gather and assess critical information about the condition and sales potential of the 
school before embarking on the irreversible activities required to achieve a clean site 
(i.e., hazardous materials abatement and building demolition).  
 
Phase 1 includes closing the school and reducing the facilities operations to the 
minimum level required to prevent physical deterioration due to winter conditions.  
DAS hired contractors to appraise the real property, carry out an environmental site 
assessment (e.g., check for presence of asbestos, other hazardous substances, soils 
contamination), conduct an ALTA survey, and do an historical resource assessment. 
Because of the sensitive nature of the project, DAS hired a second firm to review the 
original appraisal.  DAS coordinated efforts with ODE for the removal, transfer or 
disposal of all personal property at the site.  This personal property included the 
following:  

  
1. Items that were usable in the new locations for the transferred students 
2. Items otherwise usable by other school programs  
3. Personal property with potential historical significance (relocated to ODE-

controlled storage)  
4. Usable materials not needed by school programs (State Surplus acquired 

these for sale)  
5. Non-usable materials (recycled)  
6. Material taken to the County Landfill 
 

Phase 2 preparation for sale consists primarily of irreversible activities: hazardous 
materials abatement and demolition of the buildings. We will not undertake these 
activities until DAS receives further direction from the Legislature. 
 

6) Factors that Impact Sales Proceeds 
Several factors will affect the amount of proceeds received from the sale of the 
property. 

   
a) Appraisal.  The current appraisal of the real property at the school considered 

two scenarios. The first scenario assumes sale of the property as-is, meaning the 
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buildings and grounds remain in their current state.  The second scenario assumes 
sale of the property as a brown field site, meaning that all buildings and tunnels 
have been removed and the property is ready for site preparations necessary for 
new construction.   

 
Under current economic conditions, the unencumbered market value of the brown 
field site is approximately $7.7 million, according to the appraisal (see Exhibit 3). 
This value reflects current economic conditions and assumes that the state pays all 
the costs associated with the hazardous material abatement, demolition of 
buildings, removal of tunnels, and site clean up.  The projected cost associated 
with creating a vacant site that’s ready to build on (i.e., the brown field site) is 
approximately $2.6 million (see Exhibit 5).   
 
The as-is appraised market value is approximately $5.5 million. This value 
assumes that the purchaser of the property pays for all work required to prepare 
the site for new construction.  Under this alternative, the purchaser would bear 
responsibility for abatement of all hazardous materials, as well as the resulting 
liability—a provision that would likely reduce the number of potential buyers.   

 
b) Environmental assessment. The presence of hazardous materials at the site 

drives up the cost of bringing the site to a condition that eliminates or minimizes 
potential exposure to those materials. DAS hired a consultant to examine the site 
for hazardous materials.  The consultant’s report shows evidence of significant 
amounts of asbestos and other hazardous materials throughout the buildings and 
grounds (see Exhibit 7).  Abatement of the hazardous materials, combined with 
related activities, would cost an estimated $1.4 million.  

 
c) Demolition.  The existing buildings fail to meet current building codes.  

Additional issues—such as seismic stability, hazardous materials, and ADA 
considerations—cause significant concerns for health, life and safety.  The state 
can maximize the sale value of the property only through demolition and cleanup 
of the site.   

 
In addition to the buildings, the property includes a network of tunnels that house 
the utility lines to most of the buildings.  The concrete tunnels (see Exhibit 7) 
require demolition in a way that will support new construction. The estimated cost 
for demolition of the buildings is approximately $1.0 million.  The estimated cost 
for the demolition of the tunnels is about $300,000.  These estimates reflect the 
current economic environment, but they will likely be higher if the demolition 
takes place after the economy improves.  Minimizing demolition costs will 
increase the net proceeds from sale of the property and increase the benefit to the 
Education Stability fund. 

 
d) Historical resource evaluation. Activities required to preserve buildings or 

grounds designated as historical resources, or to mitigate damages to them, would 
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drive up the cost of making the site viable for future development.  DAS has 
contracted for a historical resource investigation and assessment of the school (see 
Exhibit 7).  The report indicates that one building on the property bears a 
designation as a historical resource: Howard Hall appears on the City of Salem 
Landmark Commission’s local historical register.  

 
Two of the remaining ten buildings may meet the eligibility requirements for 
designation as historical resources (local or national).  The consultant’s report has 
contains no compelling reasons for designation and registration of the school as a 
historic resource.  ORS 197.772  (Exhibit 6) states that if the owner of a property 
objects to a designation as a historical resource on a local historical register, then 
the property may not be placed on the local historical register.  
 
In the past, the Oregon Department of Education has objected to placing the 
school on the City of Salem’s Landmark Commission’s historical register.  DAS 
has recently affirmed that objection because we believe that such designation 
would be inconsistent with the Legislature’s direction to sell the property for the 
maximum benefit to the Education Sustainability fund.  We have submitted the 
consultant’s report to the State Historic Preservation Office for review.  DAS 
believes that designation or registration of any portion of the property as a historic 
resource will significantly reduce its marketability, thereby diminishing the sales 
proceeds available to support the Education Stability fund. 

 
e) Economic environment.  The economic conditions at the time of sale will affect 

the amount received from the sale of the property.  If a sale happened today, the 
price would be low, due to the current recessionary conditions.  As preparations 
for a sale continue, however, the economy will likely improve, meaning that we 
could expect a higher sales price in the future when preparations are complete. 

 
f) Litigation.  Challenges to ownership of real property generally require time to 

resolve.  Uncertainty over pending lawsuits and the risk of adverse outcomes 
reduce the attractiveness of this property to potential buyers.  Some potential 
buyers may decide not to bid on the property for this reason. Legal challenges will 
also likely result in lower offers from those who do.  The current litigation 
involving Lot 5 and Lot 6 of the property (approximately 7 percent of the 
property) requires handling the sale of that portion of the property through a 
somewhat different process than the one used for the rest of the property.   

 
g) Motivated Buyers.  Market value results from a sales process that assumes 

“normal” motivations on the part of buyers and sellers of real property.  Certain 
circumstances may exist, however, that provide strong incentives for potential 
buyers, making them willing to pay more than market value. This situation is 
likely to occur if more than one potential buyer feels a strong motivation to buy.  
The appraisal and review commissioned by DAS (see Exhibits 3 and 4) suggests 
that several parties could have unusually strong incentives to buy the school 
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property.  If the Legislature approves proceeding with the sale, DAS believes that 
the state would benefit from acquiring the services of a licensed, professional real 
estate broker.  Doing so would help ensure identification of all potential buyers 
who may have strong motivations to buy the property, thereby maximizing 
proceeds from the sale. 

 
7) Sales Options (see Exhibit 8 for Return on Investment information) 

a) Selling as-is.  Proceeds of sale would be minimal, not likely to exceed the as-is 
market value of $5.5 million (approximate net sales proceeds of $5.0 million ).  If 
the buyer intended to reuse some or all of the existing buildings, they would face 
considerable costs in renovating any of the existing buildings to a condition 
acceptable for use under current building codes.  If the buyer intended to make a 
clean site (brown field site), the cost of doing so would be substantial, very likely 
similar to the $2.6 million that DAS estimates.  The state’s costs would be 
minimal if the real property sold in a reasonable amount of time; but the likely net 
sales proceeds would also be minimal, as a result of fewer buyers willing to deal 
with the hazardous materials abatement, demolition and site cleanup. 

 
b) Selling as a brown field site. Proceeds of the sale would be maximized.  If the 

property sells at the unencumbered market value, the proceeds would be 
approximately $7.7 million (net sales proceeds of approximately $4.7 million).  
The buyer would incur a minimal cost to make the site ready for new 
construction.  The state would face higher costs, however, because we would be 
responsible for hazardous materials abatement, demolition of buildings and 
cleanup of the site.  The net sales proceeds would likely be significantly higher, 
through the influence of motivated buyers.   

 
Purchase by a motivated buyer would increase the return on investment.  
Although the return on investment from the sale as a brown field site would be 
significantly less then the return on investment for a sale as-is, the net sales 
proceeds could potentially be much greater, having generated more money to 
support the Education Stability fund. Motivated buyers would more likely be 
interested in a brown field site then an as-is site. 

 
c) Selling with some buildings remaining. Several scenarios could result in selling 

the property with some of existing buildings in place (e.g., local or national 
historical designation).  These scenarios would all very likely result in selling 
only a portion of the property, with the state retaining ownership of a portion of 
the property with remaining buildings.  Any such scenario would generate 
substantial costs for the state.   
 
The state would have two options for any remaining buildings: 1) mothball them, 
or 2) renovate them to a usable condition.  Mothballing the buildings in a 
condition that allows for future renovation would generate substantial ongoing 
costs.  This scenario would also leave the buildings in an ongoing unattractive 
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condition that would surely raise protests from numerous interested parties.  
Renovating any of the buildings to meet current building codes would be very 
costly (e.g., abating hazardous materials).  Most of the existing buildings are 
served by campus-wide utilities that would no longer exist. The state would not 
likely generate enough revenue by renting out the renovated buildings to cover the 
debt service on renovation costs.   
 
Keeping one or more of the existing buildings may require retaining several acres 
of the property, reducing the amount of property for sale. We can reasonably 
expect that selling only a portion of the property would generate less than selling 
all of the property as-is.  To ensure that adequate utilities services would be 
available for the remaining buildings, the state would likely retain responsibility 
for the demolition and cleanup of the portion of the property to be sold, incurring 
the required substantial costs and generating lower sales proceeds to cover costs 
and provide income for the Education Stability fund. 

 
d) Delaying the sale. If the Legislature decides to delay the sale, and does not give 

DAS authority to proceed with Phase 2, the state will incur substantial monthly 
costs.  Preventing deterioration of the facility and the property will cost DAS 
approximately $30,000 a month (see Exhibit 5).  Leaving the School in an as-is 
condition for any length of time also increases the likelihood of a liability issue 
arising from unauthorized occupancy, vandalism, or criminal activity. Should the 
Legislature authorize DAS to proceed with Phase 2, but still delay the sale of the 
real property, monthly costs would be about $6,000.  

 
 
8) Recommendation  
The Legislature directed DAS to sell the school at a price equal to or above the real 
property’s fair market value. The Legislature’s apparent intent is to obtain the maximum 
sale price in order to generate the greatest benefit to the Education Sustainability Fund.  
DAS believes the state can get the best price by selling the real property as a brown field 
site.  Significant costs savings are possible if DAS receives authority to proceed with 
Phase 2 of the project as soon as possible.  Current conditions in the construction market 
enable DAS to spend less on the necessary abatement, demolition, and site preparation.  
These services will cost more when the pool of contractors becomes smaller as the 
construction market improves. 
 
Time, risk, and costs are significant motivators for buyers of property for development.  
Making this site available as a clean, ready-to-build site will ensure that a purchaser can 
begin construction as quickly as possible.  Construction costs are lower now than they 
have been for some time.  Building while costs are low could potentially save a buyer a 
significant amount.  As for risk, few potential buyers will accept the risk associated with 
the abatement of the existing hazardous materials and site cleanup.  More buyers are 
willing to purchase a clean site.  
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9) List of Exhibits 
 

Exhibit 1 – Enrolled HB 2834 
Exhibit 2 – DAS\ODE Interagency Agreement 
Exhibit 3 – Appraisal 
Exhibit 4 – Review Appraisal 
Exhibit 5 – Budget Projection 
Exhibit 6 – ORS 197.772 
Exhibit 7 – Consultant Report 

i) ALTA Land Title and Utilities Survey 
ii) Hazardous Materials and Chemicals Survey 
iii) Historical Survey 

Exhibit 8 – Return on Investment Analysis 
Exhibit 9 – HB 2834-B Budget Report and Measure Summary 
 






































































