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County Counsel

March 12, 2021

Douglas T. Sloan Sent Via US Mail and
City Attorney, City of Fresno E-mail
2600 Fresno Street, Room 2031
Fresno, CA 93721

RE: UMC Campus Sale; City of Fresno City Council Resolution No. 2019-164 Dated
August 15, 2019; Regulatory Agreement Dated September 24, 2019

Dear Doug:

As you may be aware, the closing date for the sale of the UMC Campus located at
the corner of South Cedar Avenue and East Kings Canyon Road in the City of Fresno by
the County of Fresno to CMG Construction is scheduled for March 31, 2021. The current
Purchase and Sale Agreement between the County of Fresno and CMG Construction up
through the Seventh Amendment to that Agreement, includes as an essential condition
the existence of a Regulatory Agreement pursuant to which the City of Fresno would hold
the restrictive covenants on the real property requiring the property's use for affordable
housing purposes pursuant to California Government Code §25539.4. The County of
Fresno does not oversee any such affordable housing projects or regulatory agreements
and the participation of the City of Fresno in this regard was the only way to arrange the
transaction without proceeding through the full procedures of the Surplus Land Act.

At the time. City of Fresno officials were enthusiastic about the transaction due to
the affordable housing benefits it would bring to the City of Fresno. You and I attended a
meeting in July of 2019 where City officials urged the County and City staff to proceed
quickly to finalizing the sale which would include a three-way agreement between the City
of Fresno, the County of Fresno and CMG Construction, pursuant to which the City of
Fresno would hold the restrictive covenants limiting the property to affordable housing
purposes once CMG completed the purchase from the County. The Fresno City Council
by Resolution No. 2019-164 authorized the City Manager to execute such a regulatory
agreement on August 15, 2019. The City Manager executed and delivered to the County
the Regulatory Agreement the parties had drafted dated September 24, 2019 which was
approved by the Board of Supervisors on the same date.

CMG's financing difficulties and the COVID-19 pandemic created some delays in
the closing of the transaction requiring CMG and the County of Fresno to amend the
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Purchase and Sale Agreement seven times with the final amendment in December of
2020 extending the closing date to March 31. 2021. The Regulatory Agreement and the
resolution approving it by the Fresno City Council have remained an exhibit to and a
requisite part of the Purchase and Sale Agreement between CMG and the County.

Late in 2020, you indicated to me that the City no longer considered the Regulatory
Agreement viable, and in fact considered it expired. Similarly, City officials have recently
told the County Administrative Officer and certain County Supervisors that the City is no
longer interested in participating in the Regulatory Agreement. However, there is no date
requirement contained within the Regulatory Agreement as to when the closing of the
sale transaction must occur, nor any date on which the Regulatory Agreement would be
considered "expired." Furthermore, the City has not, to the County's knowledge, taken
any official steps to cancel or revoke the Regulatory Agreement. In a recent meeting with
City officials, County officials were told that the City Attorney would be providing official
notice of the City's withdrawal from the Regulatory Agreement but to date the County has
received no such notice.

Because of the uncertainty over the City's position, the County required in the
latest amendment to the Purchase and Sale Agreement a condition that CMG obtain the
official affirmation of the City of Fresno that the existing Regulatory Agreement is valid
and binding on the parties or a new regulatory agreement with the City of Fresno on
substantially the same terms. The County has no desire to attempt to lock the City into a
transaction in which the City is no longer interested. Further, due to the restrictions of
Government Code § 23559.4, the County cannot and does not intend to proceed with
closing the transaction without the Regulatory Agreement with the City securely in place.
However, I must inform you that CMG has asserted that it believes the Regulatory
Agreement is still in effect, valid and binding on the parties. Should the escrow not close
due to the failure of the condition for confirmation of the Regulatory Agreement, I cannot
forecast what the potential contractual implications might be.

If you have any questions regarding the above or would like to discuss the matter
further, please feel free to contact me.

Very truly yours,

DANIEL 0. CEDERBORG

inty Counsel

cc: Jean Rousseau, Fresno County Administrative Officer
Paul Nerland, Fresno County Chief Operating Officer
Robert Bash, Director, Fresno County Internal Services Department


