
qa BURE.~U OF PLANNING CITY OF PORTLAND, OREGON 1900 SW. FOURTH AVENUE, 

PORTIAND. OREGON 97201· 

TELEl'J-IONE: (503) all-n08PLANNING COMMISSION FAX: (503)82).7800 

REPORT AND RECOMMENDATION OF THE PLANNING COMMISSION! 767 85 
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Application Of Hoyt Street Properties, LLC For A Ten Year Property Tax Exemption For
 
New Multiple Unit Housing (Chapter 3.104)
 

Known As Block I3 (Not Formally Named) 

I. FACTS 

A. GENERAL INFORMATION 

Effective Dates:	 Pre-Application Date: February 7, 2002
 
Full Application Date: March 21, 2002
 
P.c. Hearing Date: May 28, 2002 

Deedholder:	 Hoyt Street Properties, LLC
 
809 NW 11 th Avenue
 
Portland, OR 97209
 

Applicant(s):	 David Sperling, Controller
 
Hoyt Street Properties, LLC
 
809 NW II" Avenue
 
Portland, OR 97209
 

Architect:	 Mithu.n, Architects
 
Pier 56
 
1201 Alaskan Way Suite 200
 
Seattle, WA 98101-2913
 

Proposal:	 Application for limited property tax exemption for a newly 
constructed five story, 139 unit rental development containing 
143 onsite parking spaces and 8,980 square feet of ground floor 
commercial space. 

Location:	 Block bounded by NW 9", 10", Northrup, and Marshall Streets 

Legal Description:	 Lots 9 and 10, Block 13, Hoyt Street Yards lN1E34BB 2611 and 
2612 (R499915 and R499916) 

Quarter Section:	 2929 

AN EQUALOPPORTUNITI EMPLOYER
 
CITY GOVERNMENT INFORMATION TDO (FOR HEARING AND SPEECH I,,",PAIRED): (503) 823-6868
 

www.d.portland.or.us
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Zone(s):	 EX, Central Employment
 
d, Design Review Overlay
 
Central City Plan District
 

Description of The applicants request limited property tax exemption 
Proposal: for a newly constructed five story, 139 unit rental project. 

B. SITE INFORMATION 

Description: The site is a subdivided portion of a larger lot (Tax Lot 2600) created by 
the approval ofLUR 99-00542 SU, MS. The site is 40,000 square feet in area, slopes 
slightly to the west, and is vacant and cleared for construction. Formerly occupied by a 
railroad storage and switching yard, it is a part of the holdings of the Hoyt Street 
Properties, a major development company which is a key player in the transformation of 
this formerly industrial area into the River District mixed use neighborhood. See site 
history below. 

History: There have been several land use cases involving this and the surrounding 
parcels during the transition of this neighborhood from a primarily warehouse-industrial 
district to a previously proposed office park development to the current master plan for 
the residential and mixed~use River District development (LUR 92-00798 and LUR 93­
00279 aod laod division case LUR 95-00144 are the seminal cases with LUR 99-00542 
SU MS representing the latest approved amendments to the master plan.). The most 
currently applicable policy documents which are relevant to this history of development 
review include the River District amendments to the Central City Plan District 
(Ordinaoce No. 168702), the Housing Implementation Strategy (Resolution No. 35350), 
and the Development Agreement with Hoyt Street Properties (Ordinance No. 171449). 
The site is also included in the adopted River District Urban Renewal Area. 

C. VICINITY DATA 

Surrounding Conditions: Full block mixed-use projects now characterize the major 
land useS within the immediate area. To the north lie vacant sites which will include the 
next phases of River District development. The site immediately to the south of this 
subject site contains the recently completed Lovejoy Station development. Across NW 
9 lh to the east is the site of the former Horse Barn for the Mounted Police Patrol and south 
of that the recently opened Lovejoy ramp to the Broadway Bridge and the parking lot for 
the Main Post Office. To the southwest lies a site for proposed park space. The Central 
City Streetcar runs along the west (10th Avenue) frontage of the site. Portions of NW 9th 

and Marshall are now dedicated and paved along the subject site. 
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D. AGENCIES, NEIGHBORHOOD AND OTHER ASSOCIATIONS NOTIFIED 

All appropriate agencies and associations have been notified in accordance with Title 33 
regulations governing Design Review of this project. The property tax exemption 
program falls under Title 3, Administration, of the City Code. The public notices of the 
meeting dates of the Portland Development Commission, the Planning Commission, and 
the City Council which are printed in area newspapers fulfill the notification requirement 
of this review. 

E. EXHIBITS 

1. Zoning Map 
2. Site Plan 
3. North and South Elevations 
4. Economic Summary and Pro Forma 
5. Portland Development Commission Recommendation and Decision 

F. LEGISLATIVE INTENT/STATUTORY AUTHORITY 

1. Legislative Intent 

Consideration for property tax exemption for a ten-year period is authorized by DRS 
307.600 through 307.690 and by Tille 3, Administration, Chapter 3.104 of the Code 
of the City of Portland, Oregon. 

State law specifies the following intent for the tax exemption provision under DRS 
307.600 (1) and (3), Legislative Findings: 

"(1) The legislature finds that it is in the public interest to stimulate the construction 
of transit supportive multiple-unit housing in the core areas of Oregon's urban centers, 
to improve the balance between the residential and commercial nature of those areas, 
and thus, to insure full-time use of these areas as places where citizens of the 
community have an option to live as well as work... 

"(3) The legislature further finds that the cities and counties of this state should be 
enabled to establish and design programs to attract new development of multiple-unit 
housing in light rail station areas, in transit oriented areas or in city core areas by 
means of the local property tax exemption authorized under DRS 307.600 to 
307.69l..." 

The Oregon legislature further specified that the lO-year property tax exemption apply 
only to the building improvements. The applicant would continue to be taxed on the 
land or any other improvements not a part of the multiple-unit housing or associated 
public benefit (ORS 307.630). 
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Planning Commission Comment: This statutory language was amended during the 
1995Legislative session by lIB 3133 which broadens this program to include "transit 
oriented" for-sale as well as rental residential and mixed use development. In 
October 1996, the City adopted a separate program for transit oriented development. 
Although this project can be characterized as transit supportive, its location within the 
Central City Plan District requires review under the City's Property Tax Exemption 
for New, Multiple-Unit Housing (Chapter 3.104 of the City Code). 

2. Statutory AuthoritylPlanning CoIIll11ission Review 

Section 3.104.050 of the City Code requires that the Planning Commission review tax 
exemption applications and determine whether the applicant's proposed development 
is consistent with the City's Comprehensive Plan and shall recommend to the City 
'Council that the application be approved subject to conditions which the Commission 
deems appropriate to achieve the purposes of Chapter 3.104. 

fu order for a limited property tax exemption to be approved, the following 
determinations must be made: 

a)	 that the proposed housing development is eligible for limited property tax 
exemption according to the requirements of City Code Chapter 3.104; 

b)	 that the proposed development is in conformance with adopted Comprehensive 
Plan and other adopted plans incorporated by the Comprehensive Plan, such as 
the Ceutral Ciry Plan; and 

c)	 that conditions specify the scope and nature of public benefit recommended for 
the proposed project. 

n. ELIGffiILITY DETERMINATION 

Section 3.104.010(3) of the City Code requires that property must meet one of two 
locational requirements in order to be eligible for tax exemption: 

(a).	 That it be located within the Central City Plan District boundary as shown on Map 
510-1 Portland Ciry Code Chapter 33.510; or 

(b).	 That it be within the boundaries of any urban renewal or redevelopment area formed 
pursuant to ORS 457. 

Planning Commission Finding: The apartment project on Lots 9 and 10, Block 13, 
Hoyt Street Yards is located within the boundaries of the Central City Plan District 
as well as the River District Urban Renewal District and, therefore, meets the 
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locational criteria for eligibility. The Planning Commission recommendation to City 
Council depends on PDC approval of the requested property tax exemption based 
on a favorable recommendation of their staff. 

The Portland Development Commission has reviewed this project and 
recommended approval of the property tax exemption at their May 8, 2002 meeting 
based on the finding that the "Project's cash on cash return is -2.28 percent during 
the 10 year period without the tax abatement. In this scenario, the Project would nor 
likely be eligible for fmancing without a much greater developer equity contribution 
because of its inability to cover debt service. The financial performance of the 
Project in this scenario certainly does not achieve a market return; therefore, the 
Project is not financially feasible with the abatement." 

PDC further notes "As shown in scenario 3, in order to achieve the 10.37 percent 
cash on cash return associated with the abatement, rents would need to average an 
additional $286 per month, or 21 percent higher. These rent increases are not 
possible at the present time; therefore the Project is not financially feasible without 
the abatement." (see Exhibit 5). 

III. DETERMINATION OF COMPLIANCE WITH ADOPTED PLAN POLICIES 

A. COMPREHENSIVE PLAN CONSIDERATIONS 

Chapter 197 of the Oregon Revised Statutes requires all cities and counties to 
develop a Comprehensive Plan for land use and development, in accordance with 
the requirements of the State Land Conservation and Development Commission 
(LCDC). Portland's Plan was acknowledged by LCDC on May I, 1981. An 
update of the City's Housing Goal 4 was completed and adopted by Ordinance 
No. 172954 on December 16,1998. 

The Plan establishes a set of goals and policies to guide future development of the 
City. Housing is addressed under Goal No.4 which states: 

"Enhance Portland's vitality as a community at the center of the region's housing 
market by providing housing of different types, tenures, density, sizes, costs, and 
locations that accommodate the needs, preferences. and financial capabilities of 
current and future households." 

The Block 13 development supports several of the policies of the Housing Goal 
including the following: 
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4.1: Housing Availability
 
Ensure that an adequate supply of housing is available to meet the needs,
 
preferences, and financial capabilities of Portland's households now and in the
 
future.
 

4.3: Sustainable Housing
 
Encourage housing that supports sustainable development patterns by promoting
 
the efficient use of land, conservation of natural resources, easy access to public
 
transit and other efficient modes of transportation, easy access to services and
 
parks, resource efficient design and construction, and the use of renewable energy
 
resources.
 

4.7: Balanced Communities
 
Strive for livable mixed-income neighborhoods throughout Portland that
 
collectively reflect the diversity of housing types, tenures (rental and ownership)
 
and income levels of the region.
 

4.8: Regional Housing Opportunities
 
Ensure opportunities for economic and racial integra[ion throughout the region by
 
advocating for the development of a range of housing options affordable to all
 
income levels throughout the region.
 

4.10: Housing Diversity
 
Promote creation of a range of housing types, prices, and rents to 1) create
 
culturally and economically diverse neighborhoods; and 2) allow those whose
 
housing needs change to find housing that meets their needs within their existing
 
community.
 

4.11: Housing Affordability
 
Promote the development and preservation of quality housing that is affordable
 
across the full spectrum of household incomes.
 

4.14: Neighborbood Stability
 
Stabilize neighborhoods by promoting: 1) a variety of homeownership and rental
 
housing options; 2) security of housing tenure; and 3) opportunities for
 
community interaction.
 

Planning Commission Finding: This project complies with Comprehensive Plan 
policies related to housing by providing 139 units of varying sizes for moderate 
income and middle-income small households in a wellloca[ed neighborhood with 
emerging cultural and service amenities. This project is one element of the 
broader River District Development Plan. 
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B.	 ZONING CONSIDERATIONS 

I.	 The EXd Zone and Central City Plan District. As of March 24, 1988, the 
Central City Plan was adopted for the inner city along the west and east 
sides of the Willamette River. In the Downtown areas, the Z Zone 
Overlay was abolished. Public review of projects in the Central City Plan 
District is now regulated by Central City Plan District requirements which 
supersede some EX regulations. 

The Zoning Code regulations which apply to the subject site include the 
following: 

•	 Zone and Plan Designation: EX, Central Employment 
•	 Permitted Uses: A full range of uses including light industrial, 

commercial and residential. Although residential uses are not intended 
to predominate under the base zone, this area is governed by a specific 
master plan and development agreement which requires residential 
development at prescribed minimum densities, unit sizes, and 
affordability levels. 

•	 Conditional Uses: Commercial parking is governed by the Central 
City Transportation Management Plan. Since no independent 
commercial parking is included in this project, a conditional use is not 
required for the proposed parking spaces. 

•	 Pennitted Floor Area Ratio (FAR): 2:1, with bonuses allowed for 
residential use. 

•	 Permitted Building Height: 100 feet 

Planning Commission Finding: The project complies with the major 
development and use regulations of the base zone and Central City 
development standards except for any adjustments that may be considered 
as part of the Design Review process. Nothing in this consideration of the 
tax exemption request for this project modifies the decision of the Design 
Review Commission or ovenides any other requirement of the land use 
and building permit review process. 

C.	 DETERMINATION OF COMPLIANCE WITH THE CENTRAL CITY 
PLAN POLICIES 

The Central City Plan was adopted by the City Council on March 24, 1988. 
Relevant district and functional policies to be considered are the following (as 
amended on April 12, 1995): 
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"Policy 3: HODSlN"G. Maintain the Central City's status as Oregon's principal 
high density housing area by keeping housing production in pace with new job 
creation. 

FURTHER: 

1.	 Promote the construction of at least 15,000 new housing units in the Central 
City by tbe year 2010. 

2.	 Preserve and encourage rehabilitation of existing housing. 
3.	 Encourage the development of housing to meet diverse needs by encouraging 

a range of housing types, prices, and rent levels. Avoid isolating higher, 
middle, moderate, low and very low income households. 

4.	 Foster housing development as a key component of a viable urban 
environment. Encourage a mix of rental and owner-occupied housing that 
accommodates the var~ety ofhouseholds and families attracted to a Central 
City lifestyle. Include affordable housing in this mix. 

5.	 Secure greater regional participation in addressing the housing needs of the 
homeless, low-income and other special needs populations. 

6.	 Where residential development is required, assure that when development of 
the housing is deferred to the future, the housing site is designated and zoned 
residentiaL 

7.	 House at least IS percent ofPSU students in university housing. Locate 
university housing within the District or within walking or bicycling distance 
of the District, or at a location with a direct transit connection to the District 

8.	 Facilitate housing ownership in order to foster a vested interest and 
'stewardship' in the Central City by residents." 

Planning Commission Finding: The proposal complies with the overall 
policy statement and particularly with the elaborations addressed by the above 
statements 1., 3., and 4. 

"Policy 14: DOWNTOWN. Strengthen the Downtown as the hean of the region, 
maintain its role as the preeminent business location in the region, expand its role 
in retailing, housing, and tourism, and reinforce its cultural, educational, 
entertainment, governmental and ceremonial activities. 

FURTHER: 

1.	 Maintain and implement the Downtown Plan as a part of the Central City 
Plan. 

2.	 Continue to actively foster the growth and attractiveness of the Downtown, 
enhancing its competitive position over other commercial areas in the region." 
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Planning Commission Finding: The site is outside the area of the original 
Downtown Plan so the adopted policies associated with that earlier plan do not 
apply. However, the proposed project contributes to the current Plan District 
policies by adding 139 units targeted to the moderate, middle, and upper range of 
the market to an area in transition from an inner-city industrial and warehouse 
district to an emerging residential and mixed use neighborhood. 

D.	 DETERMINATION OF COMPLIANCE WITH THE RIVER DISTRICT 
DEVELOPMENT PLAN, THE HOUSING IMPLEMENTATION 
STRATEGY, AND THE AGREEMENT FOR DEVELOPMENT 
BETWEEN THE CITY OF PORTLAND AND HOYT STREET 
PROPERTIES 

On May II, 1994, the City Council adopted Resolution No. 35274 endorsing the 
River District Development Plan and assigning various City agencies 
responsibility for supporting, reviewing, and coordinating public and private 
development activity in cooperation with the major land owners in the area. 

o.n December 21, 1994, the City Council adopted Resolution No. 35350 which, 
among other things, adopted the River District Housing Implementation Strategy. 
This Strategy established long range goals for housing development by allocating 
a percentage of development to the affordability needs of various income groups. 
The City aiso established an annual monitoring requirement to assess the 
perlonnance of new residential projects in meeting these goals. 

On July 30, 1997, the City Council passed Ordinance No. 171449 authorizing the 
Mayor and the Auditor to sign an Agreement for Development between the City 
and Hoyt Street Properties. This Agreement specifies the long term development 
plans for properties in the River District owned by HSP. Elements of this 
Agreement address residential densities and affordability commitments by the 
developer consistent with public improvement and [mandal commitments by the 
City. 

Planning Commission Finding: The proposed project is consistent with the 
overall development goals of the above noted plans and agreements. The project 
is consistent with the development envisioned on this site by the River District 
Plan. 

Although this specific project does not include rental units affordable to low 
income households (i.e., households earning less than 80 percent of area median 
income), the Housing Implementation Strategy does not require that each project 
include lower income units so long as the overall development within the River 
District meets the Housing Implementation Strategy goals. 
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According to the Annual Report prepared by the Portland Development 
Commission in Summer 2001, these districtwide goals are currently being met 
including the goal of housing units affordable to households earning less than 30 
percent of the area median income. Future development will continue to take into 
account these goals which may require more in the way of subsidies in order to 
achieve deeper affordability. 

The affordability goals of the Development Agreement that apply specifically to 
HSP are not formally reviewed until five years from the date of its adoption. 
However, this project exceeds the minimum density obligations and ,exceeds the 
goal for smaller 700 square foot units that were incorporated in the Development 
Agreement. The rental ranges proposed by Block 13 fall within the rents that are 
affordable to households earning from 97 percent of median family income to 
over 150 percent of MFI. 

F.	 DETERMINATION OF COMPLIANCE WITH RELEVANT URBAN 
RENEWAL PLANS 

The Portland City Council adopted the River District Urban Renewal District in 
October 1998 (Ordinance No. 172808). The following Housing Goal was adopted 
as part of the River District Urban Renewal Plan: 

A. Housing 
To stimulate the development of a substantial stock of housing accessible to 
households with a range of incomes which reflect the income distribution of the 
city as a whole. 

Objective 1. Achieve a Mix of Units by Household Income Categories 
Objective 2. Promote Development of Services and Amenities to Support 
Housing 
Objective 3. Promote Ownership Housing 
Objective 4. hnplement City of Portland Shelter Reconfiguration Plan 
Objective 5. Preserve Access to Affordable Housing for Low Income Residents 
of the river District. 

Planning Commission Finding: The project supports Objectives 1 and 2 by 
providing a broader range of remal options to middle and upper income 
households and providing ground floor space for commercial and retail services. 

IV.	 ELIGmILITY. PLAN, AND POLICY CONFORMANCE: CONCLUSIONS 

A.	 The proposed project is eligible for limited property tax exemption in accordance 
with City Code and statutory requirements referenced in Section IT. 
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B.	 According to statutory intent and applicable City Code, the proposed project is 
consistent with and supportive of the purposes for which this authority was 
created. The legislative intent strongly encourages the development of new 
multiple-unit rental housing in the State's largest urban core areas and recognizes 
the need to provide a financial incentive in areas where higher than average land 
and construction costs exist due to a number of factors. 

C.	 The foregoing references in Section ill indicate that the proposed housing 
development is consistent with and supportive of adopted Comprehensive Plan 
policies and objectives including, specifically, the Central City Plan; the River 
District Plan; the River District Housing Implementation Strategy; the 
Development Agreement between the City and HSP; the Central City 2000 
housing goals; the River District Urban Renewal Plan, and the governing 
development regulations of Title 33, particularly the EXd zone as modified by the 
Central City Plan District. 

D.	 The property tax exemption has been in existence since 1975 and it has assisted 
the residential construction activity within the targeted core area of the City. This 
activity in large part has been made possible by the incentives of the property tax 
exemption in conjunction with additional direct and indirect subsidies. This 
project is not receiving any other direct public subsidy and is a key element in the 
overall development goals of the River District. 

E.	 Currently, the site under consideration is vacant site fonnerly occupied by a rail 
yard and zoned primarily for commercial and mixed use. Therefore, public 
incentives, in the form of limited tax exemption, are justified in order to achieve 
the adopted plan goals for new residential development in this area of the Central 
City. 

V.	 DETERMINATION OF PUBLIC BENEFIT 

A.	 Examples of Public Benefit 

Section 3.104.040, Public Benefits, specifies that the proposed project "must 
include a public benefit which may consist of, but is not limited to one or more of 
the following: (1) dwelling units at rental rates or sale prices which are 
accessible to a broad income range of the general public, (2) recreation facilities 
or space, (3) open spaces, (4) public meeting rooms, (5) day care facilities, (6) 
facilities supportive of the arts, (7) facilities for the handicapped, (8) service or 
commercial use which is permitted and needed at the project, but not available for 
economic reasons, (9) dedications for public use, (10) other public benefits 
approved by the Planning Commission and the City Council." 
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B. Proposal's Relationship to Public Benefits 

The applicant notes in the project narrative the following public benefits offered 
by this project: 

•	 "Housing which is affordable at a variety of income levels, reflecting the income 
diversity of the City as a whole. 

•	 The building includes 8,978 square feet of street level retail, as encouraged in the 
River District Plan. The retail component fronts NW loth Avenue across from a 
future public park block and a public Boardwalk intended to eventually run the 
length of the west side of 10lh Avenue to the waterfront. Because of the 
Boardwalk, 10th Avenue will become a primary retail corridor through the 
neighborhood. 

•	 The Development Agreement requires that, in rental projects, Hoyt Street 
Properties construct 15% of the units at 700 square feet or less, in order to achieve 
a mix of unit sizes and demographic variety. Twenty-five % of the units in the 
Project will be less than 700 square feet which exceeds the requirement. 

•	 Under the housing density goals of the Development Agreement, Hoyt Street 
Properties is required to build 131 units per acre. The project exceeds this 
requirement, with 139 units. 

•	 The Project is not receiving tax credits tax exempt bonds, or loans from any 
governmental agency, including PDC. 

•	 The Project is transit supportive,located adjacent to the Portland Streetcar line. 
•	 The Project meets or exceeds all the goals and objectives of the River District 

Plan and Central City Plan, especially the goal of high density housing in 
Portland's urban core. 

•	 The Developer has agreed to contribute $50,000 to the Pearl Arts Foundation for 
each developed block. The Pearl Arts Foundation intends to create an open-air 
museum in the Pearl District of Portland. In addition, Hoyt Street Properties 
intends to encourage the use of private and public open spaces for art exhibits, 
musical events and other street and neighborhood events." 

Planning Commission Comment: In establishing the review authority for tax 
exemption, the Portland Development Commission is given primary authority to 
recommend to the Planning Commission approval, denial, or approval with 
conditions [Section 3.104.050 (2)]. PDC's recommendation is detennined by a 
finding that the property tax exemption is necessary in order to make the 

_development economically feasible at rental rates or purchase prices which serve 
the public purposes of the tax exemption program. 

The Planning Commission's role is to "review the application to determine 
whether the proposed development is consistent with the City's Comprehensive 
Plan. A recommendation shall thereafter be forwarded to the City Council that 
the application be approved subject to those conditions necessary to achieve the 
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purposes of this Chapter. The Planning Commission shall specify in its 
recommendation to the Council the scope and nature of public benefit 
reconunended for the proposed project. ... 

The substance of the Planning Commission's hearing on this proposal is, 
therefore, a determination whether the suggested public benefits are sufficient to 
meet the purposed of the tax exemption program in the context of wider City 
policy. 

VI.	 PLANNING COMMISSION RECOMMENDATION BASED ON ELIGffiILITY, 
PLAN, AND POLICY CONFORMANCE FINDINGS AND CONCLUSIONS 

This project will add 139 rental units to a larger development plan for housing affordable 
to a broad range of the market and supportive street level retail space to the growing 
River District neighborhood. As part of a larger, long-term development project, it 
complies with relevant policies and agreements applicable to the. River District and the 
HSP Development Agreement. The Planning Commission recommends approval subject 
to the conditions stated below. 

VII.	 PUBLIC BENEFIT RECOMMENDATION 

The Planning Commission recommends that the City Council approve the limited 
property tax exemption for the HSP Block 13 rental development subject [0 the following 
conditions: 

1.	 This project is viewed as part of a larger multi-phased development plan, the whole of 
which is subject to applicable master plan, conditional use, design review, and 
development agreements and conditions applied through other independent but relevant 
reviews and negotiations that have and will take place between the City and the applicant. 
This approval for limited property tax exemption for the Block 13 development does not 
nullify or otherwise modify the conditions of those reviews or agreements. 

2.	 These and any other public benefits be provided in accordance with agreements reached 
or conditions imposed by the relevant review bodies and agencies, including but Dot 
limited to the Planning Bureau, the Portland Development Commission, and the Historic 
Landmarks Commission or Design Review Commission, as appropriate. 

3.	 The project comply with all applicable standards of Title 33, Planning and Zoning, as 
well as all conditions of approval of any land use and design reviews. 

4.	 Ground level, locally oriented retail and service businesses serving individuals and 
households in this building as well as visitors can qualify as a public benefit under the 
tenns of this exemption. A determination by the Director of the Bureau of Planning shall 
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be made if there is a question regarding the neighborhood orientation of the proposed 
commercial and service uses. 

Mike Saba:mps 
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Hoyt Street Yards
 
BLOCK 13 APARTMENTS
 

ECONOMITCS~Y 

Attached are exhibits that analyze the impact of a limited property tax exemption on the 
financial feasibility of this project. The exhibits are: 

.r ExhIbit "A" - Proforma Assumptions 

./ Exhibit "B" .:....- Development Sources and Uses 

../ Exhibit <Ie" - First Year Income 'With Tax Abatement 

./ Exhibit «D" -15 Year Projected Income with Tax Abatement 

../ Exhibit ''E'' - First Year Income without Tax Abatement 

./ Exhibit .''F'' - 15 Year Projected Income without Tax Abatement 

../ Exhibit "G" - First Year Income based on Required Rate without Tax Abatement 

./ Exhibit "R" - IS Year projected Income based on Required Rate without Tax 
Abatement. 

Exhibit "D"·shows that with the tax exemption there is a projected rate ofretum on 
equity of 10.37% (over a ten-year period). This assumes an average rental.rate of $1.70 
per square foot or an overall average of$l,392. 

Exhibit 'OF" shows that the projected rate ofreturn without the tax abatement is only 
1.2,6% (over a ten-year period). It is doubtful that the project would be eligible for long­
term financing under this assumption., based on the fact that the debt service cannot be 
covered from operating cash flows. 

Exhibits "G" and "W' show results based on rates necessary to generate an acceptable 
rate ofretum assuming that there is no tax abatement (9.06% over a ten-year period). 
The average rate per square foot under this assumption is $2.00 or 17.65% higher than 
the rate needed if the tax abatement is granted. 

The $1.70 per square foot rate used in Exhibit "D" already assumes a 6.25% increase 
over the current rate currently being achieved at Kearney Plaza. Without the tax 
abatement the current rates would have to be increased by approximately 25% to achieve 
a rate high enough to make the project economically feasible. 

It is our opinion that a 25% rate increase is not possible based on current and projected 
market conditions. Thus without the tax. abatement, the Block 13 project is not 
economically feasible. 

EXHIBIT 4. Economic Summary 
and Pro Forma 
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lock 13 ApanmenlS Proforma 
As,.umDllons 

Squero FootBgo UnllB 
Rentable Bulla.n~ Sow", Footaoe Renlallle BulIdi~ SpelZS 

ResIdential . 113.614SqFL Tatal Gross Bldg, AreiI ReStIenliel 
SlDrage 1.B!i0 Sq FL "'.., -..R"" 8,978 Sq Fl
 

3ll,ll08 Sq Fl "".
Paridng	 ParXlng - SIngle"'-"'" 
163A60 Sq Fl -40,000 Paridng Tsndum 

BuDding etr."""ge 
38,906 

AV8Ill eA' rlmanlS!ms ~ FlIUnlt No, Untts TOla! ~ Ft 
SWo 570.60 , .,,'

512.00 , ,.,. 
639.00	 10.780 . 
572.00 '", 4,576 

,~, 16,951
 
AwregeSqFl "
 '" ,I . One Bedro"'" ..,-" , .., 

696.60	 ,or 
690.25 , 

. 626,00 , '" ,
~M	 '" 
717.60 .... ,,"''"''. 

Tolal 31.172
 
Avelilge Sq Ft
 '" , ,....One Bedrolll11 + 756.27 

783.20 12,211 
874.4-4 ", 1,749,
798.60	 1.597 
005,45 , ,,971
 

Tolal ~ "-~
 
Avelilge Sq Ft
 ~, 

Two Bedroom 1,111.70 , 6,670
 
1,125.60 , 6,754
, ,....
1.211.80 

,~, 23.118
 
AverageSqFl " 1.166
 

TwoBed~m+	 1.204,00 • ' ...,,
 9.632
 
TOIaI
 ''''' AlIllrage Sq Ft 

Townhouse	 1,453.80 , 5,815
 
1,141.18 ,
,1,389.20 2.n8
 

TOIa!
 
"'" , 10,675
 

Avel1lllD Sq Ft 1,3.59
 

Grend TlIIal 113814
 

Awrage Sq Fl '" ."
 
RllnLs 

Avera a Rants MarkelReIe Needed Rete Ope",ling Erpens,," 
StudiM S2.B82 528.617 permonlll Op9t3~ng Erpensas 
One 8eorooms $9,050 500,505 par m~nlh land Only Proparty Taxes 
Two Badro~ms 55.56B 555,675 permgnth Repla~menlROl'5ervus 
TawnhanIQs 51,8.;9 518,488 permonlh Mallilllllmlll1t Fee 

AIIll13llD Renl perunlt 5139 51.392 per month Conslruclion Cll$1s 
AlIllrege Renl per S~ ft 50,17 51.70 per month Developmenl CosUUnll 

Development FInancing 
Pllrlling Income SO parmCllllh 
SlDrega "coma " SO permClllIh Financino 
O'.har I~cgma " SO per monlh Debl service CovBr.3llD" Permanenl Fillilncing 
Vec:a~cyA.llo .... nce 5.00% 

".

,~ , 
'" "
 '"
 

54,727 per unlt per year 
5215 per unlL per yaer 
5150 per unit peryoar 

3.50'110 olOross ",nts 

$16.3,410 
7,00'10 

115% 
7.75'10 
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Development Sources and Uses 176785 
pm:1cvelgpnm1l coRStruGlion .w % efr.olalCOSI pcrunit per square feo! 

202.'\62'". 
PreJ.<:tVlu 

Lmid and Siu: COSI.S 
Lacd Ctl!1lS 2,800,000 2,800.000 12.08% 20,144 13.83 
Siu: D<:velcpmeci Cas15 0 0:00%- 0 

, , 
0.00 

OihcrFimncingFees 0 0.00''':' 0 0.00
 
Value Wriu:-Dcwn
 0.00'4 0.00 

Telall.aDdiSiu: CtlslS 0 2,800,000 2,800,000 12.080/. 20,144- 13-83 

_C~ 

Siu: Wed: 200,000 200,000 0.86% 1,4]9 O.FF 
Olr.sile Werlr. 0 0.00% 0 0.00 
BlIllWng COIISIructien 15,500,000 15,500,000 66.88% 111.511 76,56 
P~ consuw::licm 0 0.00'1. 0 0.00 
ConsttnctiDII Centing",,"Y 2.16% 250,000 250,000 1.08% 1.799 ,."
ConlrBcters' Ov=rhcad & Profit 0.00''':' 00 0.00 
S)'S~ developmml 0 0.00''':' 0 000 
FF&Ii 0 0.00'/, 0 0.00 
Tenant 1mpn>Vl:Illents 179,650 179,650 0.78% 1,292 0,89 
Slor:frnnl 0 0,00% 0 0.00 
Olhcr- Appliances Bnd Tnsb Ccmpacr.or .l&lli L122 ill 

Telal Hud Cern 0 16,3,9,650 16,379,650 70.67% 117.839 80,90""'"""'" 
SoftCem
 

AJclIi!CCtlJr.li s~= 650,000 650,000 2.80'/0 4,676 - 3.21
 
Engincerillg scMCCS >2.'00 >2.'00 O.IOY.
 
Soils Engineericg '"
55,000 5S,000 0.24% 0.27 
Enviromneolal tMCW 27,500 27,500 0.12% '" 0.14 
Site survey 0 O.DOY. 0 0.00 
Relocation apecscs 0 0.00''':' 0 0.00 
Appr8is.allMarlcct swdy 0 0.00% 0 0.00 
pcnnits and r= 43-4,100 434,100 1.87% 3,123 2.14 
SyS!ClllS" devel crpmenl 0 0,00'10 000 

". ." 
•Plan review/site inspco;L 0 0.00'1. 0 0.00 

COnStruGtlen ~ 0 0.00% 0 0.00 
COIlSlnX.t1on 10m foes 50,000 50,000 0.22% "0 0.25 
ConslnX.lion periCld inl=l 1,237,403 1,237,403 5.3-4% S.902 6.1I 
PredevekJp=llaan inlCTeSI 0 0.00% 0 0.00 
PDCLomFce 0 0.000/. 0 0.00 
PCC inlere51 dllring corutl\ll;t1on 0 0.00" 0 0.00 
Bridse loan fee 0 0.00'1. 0 0.00 
Bridge loan in=t 0 0,00% 0 0.00 
Tax credil fees 0 0.00% 0 0.00 
Ba.ul is5uanec eo.ts 0 0,00% 0 0.00 
PenlWl""l L:>m Fees 175,000 175,000 0.76% 1,259 0.86 
Lcga1folgl-liizatlOll3.1 0 0.00% 0 0.00 
Acc.ounting rec:s 0 0.00", 0 0.00 
T~. 10,000 10,000 0.040/, 0.05 

",000 O.Il'l-', " 0.12......." ".000 '"
 aosingeoslS 0 0.00'1, 0 0.00 
'Furnib=, fixtures, cq~, ',000 ',000 0.02% 0.D2 
l.J:ise.up TUen'es 0 0.00'4 "0 0.00 
Operating reservcs 0 0.00'10 0 0.00 
MarketinS COSlS 200,000 200.000 0.86% 1.439 0.99 
Soft cost C(lm:mgcney 250,000 250,000 1.0S% 1,799 1.23 

105000 !Mill. ill I>.ll'-""" 
Teu.! Son C0.5ts 0 3,246,503 3,246,503 14.01%- 23,356 ""'" 16.04 

Do~.lopmeOI Costs 
Devolcpor's Fcos 3.34'10 750,000 750,000 3,24% 5,396 3.70 
Dev.lepcr's Overhead 0 0.00% 0 0.00 
COIISu)l3.nlS' F,t:.I 0.00% , , 

TOlll Development COSlS 0 750.000 750,000 3.24% 5.396 "'"3.70 ""'" 
TOlal Projecl Cnn 0 23.176153 23.176.153 100.00% 166,735 114.47 

Prol..! Scure.. 
PmnanC'lI Loan 7.7S% 19.069,608 19,069,6OS 82.28'4 137.191 94.19 
D<:velClpCl" equiry " 4.106.S~S 4.106,545 17.72% 29,543 20.28 
Deferred Developer-Fcc 0 0.00% 0 0.00, , , ,RCm.lining Sourccs 10 be ldomifi.d
 
TOClI Pro ..I Scurcel 0 23.176ISJ 23.176.153 100.00% 166.735 114.4;"'"
""" 

Page 2 3!lB/2Q02 
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_l3Apartm..... EmlJl.l1 ·C·. 

FInI ....~.M<rItJd)'lUnit %<:il£GI 
W1ll1TuAllILtm""t 

•,,, '" '" '" '" 

•••• 
• 

" "•• 
'" 

". 
"" "" un 

193,414 

EIf_u Gn>a Inalmc 

Gr= Jlcoidm~&1 RCIlI. 
Plricill,llnoomc,....,..... 
~., ..... 
Dc;orilIlIl TumOYa" 
L::u VICIIICy II 

N.. RcIid<:nIl&I. Reru--Gr= Ccnrncrtial RaIL 
Parkioalr.<l:m<: 
Ccmmcn:iII Erpc!u:. RcimbullC:lllCnlS 

~"'comc 
L::uV~1II 

NCl~&IR<n\ 

'"'" 

IS.OQ% 

••• 

179,560 

1.'l2I.B06 
17Q,OOO

•••
"""" 1,l1l7;m 

18,12a 

•
~,.

••• 
~ 

16,1G4,,,,
•••

"" 11,Ql0 

..'" 10.00 
'.00 
'.00 
'.00 

"'" 17.00 

"00... 
.00 
.00 
.00...,= 

m 

'" '" '" "".. 
,.. 

........ 
"'""'" Allministrl:iac 

A<!Ycrtiaiol 
Rcpai,. Aod MaiM",""",, 
Pn:>rcDi<mll FCCII 
Tllltlo..,. 
Utili~.. 
~TIO:",_.-,.

Tc:Dl R<:ridc:l~&1 &paw::. 

R<pl=tRcocrver-­AdmiIIisInI:i<o:l 
AdYCtiriIl,l 
Ilcpair:I Ani:! Moin,,:mn« 
Prof=iaW P.., ,==
U.liti.. 
PropenyT....,-. 
ldmaI=t F.. 

ToW Ccnanor;i.oI Ezp<n= 

T...lbp...... 

••534..594

•••••
"'" 617,447 

W,~ 

•• 
••• 
• 

m 

• 
"" 47.4 

".." 
,,'" 

...,. 

••
J,1I46,

•••, 
'"."', 
,~ 

••, 
'''''•••
U"

•
Lill 

ll,SS2 

• 
••m 

0.00 . 
'.00". 
'00 
'.00 
'.00 
'.00 
'.00..,. 
3,19 

0.11 

~. 

'.00 
•.00 
I.4S 
•.00 
'.00 
•.00 
,.~ 

•.00.., 
,~ 

.00 

,~ 

" 

'"..".
'".. 
'" '" '" '" "" 

'" 

'" '" " '" '" '" " '".. 
" 

1,IU,I~a lJ..5!1S .~ 

~,~ 

p.."...",1 Lm:o 
TOIlID<b'Su>i« 

N.. Cu~ fl... 

1.12 """'" 1,63~,.c04 

• 
1~,7l4 

""" 1I,n4 

• 
10401 

U1.., 
'.00 

1.01 

'" .. 
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Block 13 Apartmants ExhIbit "E" 

First Year lnellme 
Without Tax Abatament 

blcome 
II Units MonthlylUoiL % ofEGI 

Residential 
studio 

I """"'"'''''''''mTownhollSC 

o 
I, 
3 

0% 

~" 
0% 
~/o 

0 
0 
0 
0 

31 

" " •• 

930 
1,257 
1,988 
2,311 

0 139 193,484 

Gross Residential Rent 
Parking Incom~ 

SIOJAgC Income 
LaundJy Income 
Deposits llQ Turnover 
LcssVacanCJI at 

NCl Rcsidcrllial RelIt 
5.00% 

2,321,806 
170.000 

0 
0 
0 

"""" 2,367,215 

16,1G4 
1,223 

0 
0 
0 

"" 17,030 

12.00 

'" 1>00 
000 
0.00 

:QM 
12.23 

. 92% 
Wo 

~" 
~/o 

~/o 

-5% 
94% 

Commc",i.1 
Gross Commerci'li Rent 
Parking lncllme 
Commcrcial &p=;e R..eimbUl'SCPlCIIIS 
Slorage IncalJlC 
Lcss VOCllIlCJI at 

NCl Comlll=ial Rlmt 
15.00"/0 

0 
0 
0 
4

•
-26,93 
152,62 

179,560 
4 

44,890 
0 
0 
0 

-6,134 
38,151 

8,9" 
20.00 

0.00 
000 
0.00 

·am 
11.00 

Effective Grosslncoble 2,519,841 18,12.8 100%· 

EJ:penscs 

Residential 
Administratio~ 

Advertising
RePairs And. Moi~lCllllltCC 
Profossional Fees 
TWllIlver 
Utilities 
Propc:ny TiI.lcs 

""~~ 
Ma.lllI.gcrn~1 Fee 

Total Residential Expenses 

0 
0 

534,594 
0,, 

433,000, 
""" 1,050,447 

0 
0 

3.... 
0,, 

3,115 
0 

'" 1,551 

0.00 
0.00 
2.76 
0.00 
'.00 
0.00 
22< 
0.00 

"" 5.43 

0%,% 
21'/0 

0% 
0% 
0% 

17%,% 
ill 

42% 

Replacement RaC1VC5 20,gsO lSO 0.11 1% 

Comrnmlal 
Administrn.tion 
Advertising 
Repairs And Mailltcnal1tc 
Profcssiollill Fecs 
TumoV<:l" 
Utilities 
Property Taxcs 
llUjurancc 
Manag=~nt Fcc 

Total Commercial Expm= 

, 
0 
3,,,, 
0, 
7 

l2,97 

>.ill 
47,40 

29,09 

4 
0 
0 

3,243, 
0 
0 

7;173 
0 

!.ill 
11,852 

8,97 
0.00 
0.00 
1.45 
'.00 
0.00 
0.00 
3.24 

. 0.00 

"'" 5.28 

0% 
0% 
1% 
0% 
0% 
W. 
I·;; 
0% 

'" '% 

0 , 0.00 0% 

Total Elp~mes 1,118,704 8,048 5.18 44% 

N~t Op~ratlng Income 1,401,138 10,080 7-" 56 ••.. 
D'Wl Sen-lee 
Pcnnanrnl Loan 
Total Debt Service 0.85 

illM2! 
1,639,4G4 

JLlli 
11,794 

1& 
'A7 

.". 
65"1. 

IXferrcd ~cloperFcc , 0 0.00 ~/. 

N~t Cash Flow -238;166 ·1,114 ·1-'3 _9·;; 

3/1112002 Page 5 
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Block 13 Apartments
 

FIrst Year Income
 
Requll"ll:d Rental Rote Without TIIX Abatament
 

HUnits ManthlylUnil
Income 

Residomi.1 
slUllio 0% 0 31 1,094 

I boImom 0% 0 72 1,479 
2 bedroom 

Townhouse 
00/0 
0% 

0 
0 

28

• 
2,339 
2,719 

0 139 227,62& 

Gross Rcridl:"lia.l Rent 2,731,536 19,651 12.00 
Paridn!liD~me 170,000 1;223 0.75 
Storage iDcome 0 0 0.00 
Laundry Income 0 0 0.00 
Deposits an Turnover 0 0 0.00 
LessVaClllCY3.l 

Net Resideu.liallknl 
'.00% ~ 

2,756,459 
~ 
19,831 

~." 
12.11 

Commercill • 4 8,978 
Gmss Cammrn:ill1 Rrnl 0224,45 56,113 2~.00 

Parking Income 0 0 0.00 
Commercial E;rpcnsc Reim.burscmenl:; 0 0 0.00 
Storage I"coIDe 
Less V~cy at 

Net C<?mmcn:ial &m 
1~.00% 

0

•
3 

-33,66 
1.90,78 

0 

.:Ml.1 
47,696 

0.00 

""'­
21.25 

ErrecUve Grass mcame 1,947,242 21,203 

Expenses 

Rcsjdgnial 
Administr.nian 0 0 0.00 
Advcn:iring 0 0 0.00 
Rqlairs And Main~ S34,5?4 3,1146 2.35 
Professianal Fec.s 0 0 0.00 
Tumovc:r 0 0 0.00 
Ulililic.s 0 0 0.00 
.Propc:ny Taxc.s 435,000 3,129 1.91 

""'""'~ 0 0 0.00 
Managem~ Fcc """ '" 0,42 

Tolal Rcsillcnlial &:pcnsc.s 1,066,070 1,670 4.68 

20.850 ISO 0.09 

Commrn:i.1 4 8,978 
Administration 0 0 0.00 
Advertising 
Repairs And MainlellaJlCC 

0,16,11 
0 

4.054 
0.00 
1.81 

Profosrional Fees 0 0 0.00 
TlIITlOvcr 0 0 0.00 
Urilitic.s 0 0 0.00 
PropcnyTaxes 229,09 1,273 3.24 
Insurance 
Management Fcc 

0 ,f>!ilJ. 
0 

""" 
0.00 
0.14 

Talal Commercial Exp= "51,9 12,996 5.19 

Replne.monl Rcscrvos 0 0 0.00 

Tatal Expenses 1,138,906 8,194 5.00 

Nt! Op"rolln!: Income J.808,336 13,010 ''4 

DebtServlce 
Permanenl Lean ~ 11,194 7.20 
Talal Debt Service UO 1,639,404 11,794 m 

Dderrcd Developer Fcc 0 0 0.00 

1'iel Cash Flo>\' 168,932 1,215 0.74 

311BI100l 

Exhibit "G" 

% ofEG! 

93%

."0%
 
0%
 
0%
 

94% "'" 

10(1% 

00/.
 
0%
 

18%
 
0%
 
0%
 
0%
 

1'%
 
0%
 

36% '" 
1% 

0%
 
0%
 
1%
 
11%
 
~Io 

~/o 

1%
 
0%
 

2% '" 
0% 

39% 

61% 

.s.lli
 
56%
 

0% 

6% 
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PORTLAND DEVELOPMENT COMMISSION
 

Portland, Oregon
 

DATE: May 8. 2002 

TO: The Commissioners 

FROM: Donald F. Mazziotti 

REPORT NO: 02·30 

SUBJECT: Recommend Approval of Property Tax Abatement 
Application to the City of Portland Planning Commission and 
City Council for the Block 13 Project in the River District 
Urban Renewal District. 

BACKGROUND 

Hoyt Street Properties, LLC (lISP) bas applied for a property tax abatement for a new rental 

housing project known as Block 13 Apartments (project) at NW Ninth Avenue and NW Marshall 
Street in the Pearl District. According to Chapter 3.104 of the City Code. the Portland 
Development Commission shall review the application and make a recommendation on the 
request to the Planning Commission and City Council. 

The property tax abatement, if approved by the City, exempts the value of the project's 
residential improvements from taxation for a period of ten years. During this period, the property 
owner continues to be liable for property taxes on the value of the land. 

PROJECT DESCRIPTION 

Scheduled for construction in late 2002, the redevelopment of this full block includes 139 market 

rate rental apartments on five floors, 8,978 square feet of ground floor commercial space, and 
143 parking spaces, primarily below grade. The base of the building will have a light masonry 

brick color with aluminum storefront window systems. The body of the building will have 
varying projecting and recessed bays made of metal panel, varying in color from light gray to 

light green, and varying in texture from smooth to box-ribbed corrugated (building plans are 
attached). 

EXHIBIT 5.	 Portland Development Commission 
Recommendation and ;)ecision 
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PUBLIC BENEFITS 

The Project meets many of the City's housing goals as specified in the Comprehensive Plan: 

•	 The Project will redevelop a vacantfull block parcel in the Pearl District, which is called for 
in Section 4.1 (E): ''Encourage the efficient use of infrastructure by focusing well-designed 
new and redeveloped housing on vacant, infill. or under-developed land;" 

•	 The Project willfront on the Central City Streetcar, which is called for in Section 4.3 (A): 
"Place new residential developments at locations that increase potential ridership on the 
regional transit system and support the Central City as the region's employment and cultural 
center;" and 

•	 The Project will provide rental opportunities in the Pearl District, which has been developed 
primarily as condominiums, which is called for in Section 4.10 (E): "Support opportunities 
for renter households by providing a range of housing types, sizes, and rent levels throughout 
the city." 

The Project satisfies one of the housing objectives called for in the Pearl District Development 
Plan: 

•	 The Project will provide rental opportunities in the Pearl District, which has been developed 
primarily as condominiums, which is called for in Housing Objective 1: "Support and 
promote the development of a wide range of housing types for all income levels as outlined 
in the adopted River District Housing Implementation Strategy of 1999." 

Several of the terms of the Amended And Restated Agreement for Development between the 
City of Portland and Hoyt Street Properties LLC are relevant to this Project: 

•	 Smaller Units. The Project compares favorably with HSP's goal to build smaller units, set in 
Section V(G). Hoyt Street's goal for rental housing is that 15% of the units built will be no 
larger than 700 square feet, while the Project has 22% under 700 square feet. 

•	 Density. As of the commencement of construction for Jamison Square, Hoyt Street's density 
obligations north of Lovejoy Street increased to 131 units per acre. This Project has 139 
units on a 200 x 200 parcel, or 151 units per acre, in excess of the requirement. 

Finally, the Project will provide the following additional public benefits, as required by the City 
Code (Chapter 3.104.040): 

•	 Housing which is affordable at a variety of income levels, reflecting the income diversity of 
the City as a whole. 

DF/AF
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•	 The building includes 8,978 square feet of street level retail, as encouraged in the River 

District Plan. The retail component fronts NW 10th Avenue across from a future public park 

block and a public boardwalk intended to eventually run the length of the west side of 10th 

Avenue to the waterfront. Because of the boardwalk, 1Oth Avenue will become a primary 

retail corridor through the neighborhood. 

•	 The Project is not receiving tax credits, tax exempt bonds, or loans from any governmental 
agency, including PDC. 

•	 The Project is transit supportive, located adjacent to the Portland Streetcar line. 

•	 The Project meets or exceeds all the goals and objectives of the River District Plan and 

Central City Plan, especially the goal of high density housing in Portland's urban core. 

•	 The Developer has agreed to contribute $50,000 to the Pearl Arts Foundation for each 

developed block. The Pearl Arts Foundation intends to create an open-air museum in the 

Pearl District of Portland. fu addition, Hoyt Street Properties intends to encourage the use of 

private and public open spaces for art exhibits, musical events and other street and 

neighborhood events. 

FINANCIAL EVALUATION 

The total development budget for the Project is $23.2 million. Project financing will be provided 

by a private loan and developer equiry. HSP has submitted tbree detailed proformas, showing (I) 

the financial performance of the Project with the tax abatement, (2) the fmandal performance of 

the Project without the tax abatement, and (3) the financial performance of the Project with the 

rents necessary to achieve feasibility without the tax abatement. All three scenarios are attached. 

As shown in scenario I, the Project's cash on cash return is 10.37% during the 10 year period of 

the abatement. This is within the 10% threshold typically applied with the program. 

As shown in scenario 2, the Project's cash on cash return is -2.28% during the 10 year period 

without the tax abatement. fu this scenario, the Project would not likely be eligible for fmancing 

without a much greater developer equity contribution because of its inability to cover debt 

service. The financial performance of the Project in this scenario certainly does not achieve a 

market return; therefore, the Project is not financially feasible without the abatement. 

DF/AF
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As shown in scenario 3, in order to achieve the 10.37% cash on cash return associated with the 
abatement, rents would need to average an additional $286 per month, or 21 % higher. These rent 
increases are not possible at the present time; therefore the Project is not fmancially feasible 
without the abatement. 

Based on this analysis, the property tax abatement is required to achieve economic feasibility for 
the Project, as described in Section 3.104.010(D) of the City Code. 

RECOMMENDATION 

Approve the Resolution recommending the approval of a property tax abatement for the Block 13 
project to the Planning Commission and City Council. 

Donald F. Mazziotti, Executive Director 

ACTION 

DF/AF
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176785 
c/o BUREAU OF PW'.NNINGCITY OF PORTLAND, OREGON 19005.W. FOURTH AVENUE, 

PORTUND, OREGON 9n0l_ 

TElEPHONE: (503) 823:1108PLANNING COMMISSION FAX: (503) 81.3·7800 

June 19,2002 

Portland City Hall 
1221 SW 4'h Avenue 
Portland, OR 97204 

Dear Mayor Katz and Members of the Portland City Council: 

The Portland City Code, Chapter 3.104, permits the granting of a limited ten year property tax 
exemption for newly constructed multiple dwelling projects within the Central City Plan District 
or in designated urban renewal areas. This exemption applies to the improvement value only. 
The land value remains subject to taxation. 

The Portland Development Commission is responsible for initially reviewing the application 
based on a finding that the tax exemption is necessary for financial feasibility of the project. The 
Development Commission recommended approval at their May 8, 2002 meeting. See Exhibit 5 
ofthe Report. 

Proposed is a newly constructed 139w unit market rate apartment project to be built on the block 
between NW 9th, 10th, Marshall, and Northrup. The site is one of several properties owned by 
Hoyt Street Properties and is part of the larger River District Plan subject to the amended Central 
City development regulations and the Development Agreement between the City and Hoyt Street 
Properties. 

The notable public benefits include the introduction of 139 newly constructed rental units and 
8,980 square feet of street level retail in the expanding River District. The project includes the 
smaller 700 square foot units required under the Development Agreement and exceeds the unit 
density that is required under the Agreement at this stage. This project is not receiving any other 
public subsidy from the City. 

Planning Commission Recommendation: Approval o/the limited ten year property tax 
exemption/or the Hoyt Street Properties Apartments on Block 13 based on thefindings in the 
attached report and subject to the conditions listed on page 13 o/the Planning Commission 
Report. 

Sincerely, 

Rick Michaelson, President 

AN EQUAL OPPORTUNITY EMI'LOYER
 
CITY GOVERNMENT INFORMATION TOO (FOR HEARING AND SPEECH IMPAIRED): (503) 82.)·6868
 

www.ci.portland.or.us
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PORTLAND DEVELOPMENT COMMISSION 

Portland, Oregon 

, 
/ 

RESOLUTION NO. 

RESOLUTION RECOMMENDING TO THE PLANNING 
COMMISSION AND CITY COUNCIL APPROVAL OF 
PROPERTY TAX ABATEMENT FOR BLOCK 13 APARTMENTS 
LOCATED AT NW NINTH AVENUE AND NW MARSHALL 
STREET IN THE RIVER DISTRICT URBAN RENEWAL 
DISTRICT. 

WHEREAS, Chapter 3.104 of the City Code specifies the process for 
reviewing and approving applications for property tax abatements for new1 

multiple-unit housing; and 

WHEREAS, after the application is submitted to the Bureau of Planning, 
the first step is review by the Portland Development Commission to analyze the 
financial feasibility of the project with and without the abatement and to forward 
to the Planning Commission a recommendation which indicates whether or not 
the abatement is necessary to achieve a feasible project; and 

WHEREAS, the Planning Commission reviews the application for 
conformance with public benefits and forwards its recommendation to City 
Council for final approval; and 

WHEREAS, Hoyt Street Properties, LLC has applied for property tax 
abatement with the Bureau of Planning for a proposed 139 unit rental housing 
project; and 

WHEREAS, the project represents the type of new deveiopment 
encouraged by Portland's adopted Comprehensive Plan Housing Policy and the 
Pearl District Development Plan; and 

DF/AF
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WHEREAS, the Commission has reviewed the proposed project 
construction costs, revenues, and expenses and determines that the property tax 
abatement is a necessary element to achieve a financially feasible project; nowI 

therefore be it 

RESOLVED that the Commission directs the Executive Director to 
forward a recommendation to the Planning Commission indicating that the 
property tax abatement for the Block 13 project be approved based on a financial 
review of the project; and be it 

FURTHER RESOLVED that this resolution shall become effective 
immediately upon its adoption. 

ADOPTED by the Commission May 8, 2002. 

Marlin Brantley, ChaIr 

Douglas C. Blomgren, Secretary 

DF/AF
 



ORDINANCE No. 176785
 
Grant a ten-year property tax exemption to Hoyt Street Properties, LLC for new multiple-unit 

housing on the block bounded by NW 9'h, 101h, Northrup, and Marshall Streets. (Ordinance) 

The City of Portland ordains: 

Section 1. The Council finds that: 

L Hoyt Street Properties, LLC has applied for a ten year property tax exemption for 
property located at Lots 9 and 10, Block 13, Hoyt street Yards (State ill Number 

lOiliINIE34BB-02611 and -02612) on the block bounded by NW 9 ili
, , Northrup, 

and Marshall Streets. The property ill Numbers are R499915 and R499916. 

2.	 The applicant proposes to construct a 139-unit moderate and middle-income rental 
project with ground floor commercial space currently known as Block 13 
Apartments. 

3.	 The subject property is located in an eligible area (within the Central City Plan 
District and the River District Urban Renewal Area) as required by Chapter 3.104 
of the City Code. 

4.	 The proposed development confonns with the Comprehensive Plan, other relevant 
Council-adopted plans and policies, and the applicable regulations for the reasons 
contained in the Planning Commission Report and Recommendation. These 
plans, policies, and regulations include the Central City Plan; the EX, Central 
Employment Zone and Plan designation; the River District Urban Renewal Plan; 
and the HSP/City of Portland Development Agreement. 

5.	 The proposed development contains public benefits necessary for approval of the 
ten year property tax exemption on the improvement value of the structure. 

6.	 On May 8, 2002, the Portland Development Commission reviewed the proposed 
development and recommended to the Planning Commission that the application 
be approved on a finding that the tax exemption is necessary to make the project 
feasible at rental rates affordable to a wider range of household incomes than 
would otherwise be possible without the tax exemption. 

7.	 On May 28, 2002, the Planning Commission held a public hearing and found that 
the project complies with the eligibility requirements of Section 3.104.010 of the 
Municipal Code and contributes public benefits sufficient to carry out the 
purposes of this property tax exemption program. 

8.	 At their meeting, the Portland City Planning Commission voted that this 
application be approved subject to the public benefit conditions set forth in the 
Planning Commission Report and Recommendation and contained in this 
ordinance. 

Page 1 013 
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9.	 It is in the public interest that the limited property tax exemption for the proposed 
development be adopted in order to meet the City's goals for housing as stated in 
the Central City Plan, the Housing Goal of the Comprehensive Plan, and the 
housing production goals of the Central City 2000 Plan. 

NOW, THEREFORE, the Council directs: 

a.	 The application of Hoyt Street Properties, LLC for the ten year property tax 
exemption provided by Chapter 3.104 of the Municipal Code of the City of 
Portland, Oregon, and DRS 307.600-691 is hereby approved for the following 
property: 

Lots 9 and 10, Block 13, Hoyt Street Yards; Property ID Numbers R499915 and 
R499916. 

b.	 The application described in paragraph "a" above is approved subject to the 
following conditions: 

1.	 This project is viewed as part of a larger multi~phased development plan, the 
whole of which is subject to applicable master plan, conditional use, design 
review, and development agreements and conditions applied through other 
independent but relevant reviews and negotiations that have and will take 
place between the City and the applicant. This approval for limited property 
tax exemption for the Block 13 development does not nullify or otherwise 
modify the conditions of those reviews or agreements. 

2.	 These and any other public benefits be provided in accordance with 
agreements reached or conditions imposed by the relevant review bodies and 
agencies, induding but not limited to the Planning Bureau, the Portland 
Development Commission, and the Historic Landmarks Commission or 
Design Review Commission, as appropriate. 

3.	 The project comply with all applicable standards of Title 33, Planning and 
Zoning, as well as all conditions of approval of any land use and design 
reVIews. 

4.	 Ground level, locally oriented retail and service businesses serving individuals 
and households in this building as well as visitors can qualify as a public 
benefit under the terms of this exemption. A determination by the Director of 
the Bureau of Planning shall be made if there is a question regarding the 
neighborhood orientation of the proposed commercial and service uses. 

Page 2 of 3 
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c. The Bureau of Planning provide copies of this Ordinance to the applicant and the 
Multnomah County Tax Assessor as prescribed by Section 3.104.050( 1)(d) of the 
Code of the City of Portland. 

",'. 

P",od by 'he Council. AUG 0 7 2002 
Mayor Vera Katz 
Michael P. Saba:mps GARY BLACKMER 
June 19,2002 Auditor of the Cily of PorLland 

B~~ 
. D~puty 
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