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City of Portland
Vera Katz
Mayor
May 12, 1999
REPORT TO COUNCIL
TO THE COMMISSIONERS

Attached 1s the resolution and report for the transit-oriented development tax abatement proposed for the
project known as Center Square and Center Station Buildings of the Center Commons Development owned
by Ghisan Houstng Partners, LLC and located at NE 60" Avenue and NE Glisan Street

Out of the 228-unit project, 172 umits will be subject to rent regulatory restrictions at 60% of area median
income for a period of 60 years, and all 228 units will provide transit-oriented design elements

TO THE COUNCIL:

The Mayor concurs with the staff report submutted by the Portland Development Commussion and
RECOMMENDS

that the Council approve the Resolution

Respectfully submutted,

Vera Katz
Mayor

Office of the Mayor
1220 SW Sth Avenue, Room 303 e Portland, Oregon 97204-1995
(503) 823-4120  FAX (503) 823-3588 » TDD (503) 823-6868
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REPORT AND RECOMMENDATION TO CITY COUNCIL
Apphlication of Ghsan Housing Partners, LLC for a 10-Year Property
Tax Exemption for New Transit Supportive Residential Development

(Chapter 3.103)

Center Square (Semor Affordable) and Center Station (Market Rate)
Buildings of the Center Commons Development

I FACTS

A GENERAL INFORMATION

Effectuve Dates Pre-Application Date January 7, 1998
Full Apphcation Date October 19, 1998
City Council Date May 12, 1999
Deedholder Glisan Housing Partners, LLC

c/o American Pacific Properties, Inc
851 SW Sixth Avenue, Suite 1400
Portland, OR 97204

Applicant Thomas Kemper, for
Glisan Housing Partners, LLC
c/o Amernican Pacific Properties, Inc
851 SW Sixth Avenue, Suite 1400
Portland, OR 97204

Architects OTAK Architects PC
17355 SW Boones Ferry Road
Lake Oswego, OR 97035

Vallaster & Corl Architects
711 SW Alder Street
Portland. OR 97205

Proposal Application for a hmited propenty tax exempution for a
new construction, transit-onented development (TOD
Tax Exemption) containing 228 umits 172 units
(75 4%) will be subject to rent regulatory restrictions al
60% of arca median income (AMI) for a period of 60
years

Location The project 1s located at NE 60" Avenue and NE
Ghisan Street 1in Portland Oregon
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Legal Description

Zone(s)

Project Description

See attached

RHd (high-density, multi-dwelling, residential with design review
overlay)

Center Commons 1s a planned high density, mixed-income, mixed-
use, transit oriented development with a total of 314 residential
units, 1,500 square feet of ground floor commercial space, and a
2,900 square foot child care facility (the “Development™)

The Development consists of the following four concurrently
constructed components

Center Square 172 umts of semior affordable (rents restricted
to 60% of medial income),

Center Station 56 umts of market-rate rental housing and
1,500 square feet of ground floor commercial
space,

Center Square and Center Station, the subjects of this TOD Tax
Exemption application (the “Project”™), are a single project with
regard to tax ownership and senior debt structure (tax-exempt bond
financing)

Center Village 60 units of famly affordable (rents restricted
for 48 units at 60% median income and the
remaining 12 units at 30% of median income)
rental housing and a 2,900 square foot child
care facility, and

Rowhouse Phase 26 for sale rowhouses half of which are
projected to be affordable (sale price not to
exceed 95% Multnomah County condo median
sales price as established by HUD for FHA
loan qualification, sold to households earning
no more than 100% of median income for a 4
person household, Code of the City of
Portland, Oregon (Code) Section 3 103 040

(&)

While the Center Village and the Rowhouse components of the
Development are not the subject of this TOD tax abatement
request, cash flow from Center Village 1s included 1n the internal
rate of return analysis 1n Section II, Eligibihity Determination to
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assess the financial feasibility of the Project TOD tax abatement
requests for the Center Village and the Rowhouse components will
be addressed 1n a separate report to City Council later this spring

B SITE and PROJECT INFORMATION

The property 1s a 4 88-acre site located at NE 60™ Avenue and NE Glisan Street Existing
site improvements (vacant commercial and industnal structures buslt in 1948 that
formerly housed offices and maintenance facilities for the Oregon Department of
Transportation) were recently demolished in preparation for the Project’s construction
Three mature oak trees will be retained at the south end of the property along Glisan
Street

The construction of the Center Square building will be wood frame with stucco and
lapped siding matenal for five stories of housing and garage parking The construction of
the Center Station building will be wood frame with stucco and lapped siding matenal for
four stones of housing over a masonry base for parking and retail space The retail space
will face NE Glisan Street Site amenities including pedestrian walkways, benches,
lighting, and a “woonerf” designed central plaza that will provide an enhanced pedestrian
access to the site from both NE Ghsan Street and NE 60™ Avenue Vehicular access to
the site for both buildings will be from NE 60" Avenue

C VICINITY DATA

The site 1s located within one block of the MAX light rail station at NE 60" Avenue The
site 1s bounded by the Banfield freeway (I-84) to the north The surrounding areas to the
east, west, and south are residential (both single and multi-family), much of the housing
stock 1s older The property along N E Glisan 1s developed with older neighborhood
commercial uses It 1s anticipated that this project will help further encourage
revitalization of the area

D AGENCIES, NEIGHBORHOOD, AND OTHER ASSOCIATIONS NOTIFIED

All appropnate agencies and associations have been notified in accordance with Title 33
regulations governing Design Review of this project The property tax exemption falls
under Title 3, Administratuon, of the Code The public notices of the meecting dates of the
Portland Development Commussion and the City Council, which are printed n area
newspapers, fulfill the notificaion requirement of this review
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E EXHIBITS

1 Legal description

2 Site Map

3 Elevatons and Typical Building Floor Plans
4 Financial Projections

F LEGISLATIVE INTENT

Consideration for property tax exemption for a ten-year penod 1s authorized by ORS
307 600 through 307 690 and by Title 3, Administration, of the Code

State law specifies the following intent for the tax exemption provision under ORS
307 600, Legislative Findings

“(1) The legislature finds that it 1s in the public interest to stimulate the construction of
transit supportive multiple-unit housing 1n the core areas of Oregon's urban centers to
improve the balance between the residential and commercial nature of those areas, and to
ensure full-ime use of the areas as places where citizens of the community have an
opportunity to live as well as work

(2) The legislature also finds that 1t 1s in the public interest to promote private investment
In transit supportive multiple-umit housing 1n hght rail station areas and transit oriented
areas 1n order to maximize Oregon's transit investment to the fullest extent possible and
that the cities and counties of this state should be enabled to establish and design
programs to attract new development of multiple-unit housing, and commercial and retail
property, in areas located within a light rail station area or transit onented area

(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 1n
light rail station areas, in transit oriented areas or in city core areas by means of the local
property tax exemption authornized under ORS 307 600 to 307 691

The Oregon Legislature further specified that the 10-year property tax exemption applies
only to the building improvements The applicant would continue to be taxed on the land
and any other improvements not a part of the multiple-umit housing or associated public
benefit (ORS 307 630)

This statutory language was amended during the 1995 Legislauve session by HB 3133,
which broadens this program to include “transit oriented” residential and mixed-use
development The City adopted the Property Tax Exemption for New Transit Supportive
Development under Chapter 3 103 of the Code 1n October of 1996
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G STATUTORY AUTHORITY/PORTLAND DEVELOPMENT COMMISSION REVIEW

Section 3 103 050 of the Code requires that the Portland Development Commussion
review transit-supportive property tax exemption applications and determine whether the
applicant’s proposed development 1s consistent with the requirements of the Code and
shall recommend to the City Council that the application be approved subject to
conditions which the Commuission deems appropnate to achieve the purposes of Chapter
3103

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

I1.

The proposed project contains one or more of the public benefits described 1n
Section 3 103 040 and described 1n detail below,

The proposed project containing these public benefits, affordable units, and/or
transit oriented design features would not otherwise be financially feasible without
the benefit provided by the property tax exemption,

The construction project must, at the time of completion, conform with the
applicable provisions of Titles 17, 24, 30, 32, 33, and 34,

The applicant must comply with all other sections of the Chapter

ELIGIBILITY DETERMININATION

Section 3 103 020(A) states that the property tax exemption permitted by this Chapter 1s

inte

nded to benefit projects that emphasize

The development of vacant or underutilized sites rather than sites where sound or
rehabilitatable multiple-unit housing exists,

The development of multiple-unit housing, with or without parking, in structures
that may include ground level commercial space,

The development of multiple-unit housing, with or without parking, on sites with
existing single-story commercial structures,

The development of multiple-unit housing, with or without parking, on existing
surface parking lots, and

The development of units at rental rates or purchase prices which are accessible to a
broad income range of the general public

Staff Finding The Project involves the development of a vacant and underutilized
site. The 172-unmit Center Square component of the Project will be subject to 60-year
affordable restrictions at 60% of AMI The Project will include approximately 1,500
square feet of ground floor commercial space in the Center Station buillding  The
Development that will also include a 60-umt family affordable apartment building, a
2,900 square foot child care center, and 26 for sale rowhouse units that will be
affordable to moderate income households
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Code Section 3 103 020(B) states that “eligible projects shall be constructed or converted
after the date of adoption of this program, and completed on or before July 1, 2006

Staff Finding Construction will begin in Apnl 1999 and 1s scheduled to be completed
in July 2000

Section 3 103 020(C) requires that the property must be located 1n one of three areas to be
ehigible for tax abatement

* Light rail station areas within a one-quarter mile radius of an existing light rail
station or a station under construction on or before January 1, 1999, and outside the
boundaries of the Central City Plan District as shown on Map 510-1 of Chapter
33 510 of the Portland Zoming Code, or

« Transit-onented areas within the Gateway Plan District as included on Map 526-1
of Title 33, Planning and Zoning as show on Maps 3 103-5, or

« Transit-oniented areas within the Lents Town Center as delineated on Map 11 of the
adopted Outer Southeast Community Plan and shown on Map 3 103-6

Staff Finding The Project 1s located within the eligible 60"™ Avenue Light Rail
Station Area as shown 1n Chapter 3 103 of the Code,

Code Section 3 103 020(D) states that 1n addition to the ehgible areas noted above, the
following criteria apply to individual projects

Projects located on sites zoned RS, R7, R10, R20, or RF Single Dwelling Zones, as
defined by Title 33, Planning and Zoning, are not eligible

Staff Finding The subject site 1s zoned RHd and 1s therefore ehgible under the Code

Multiple-unit projects which do not include ground floor commercial space must contain
at least 35 housing units per net acre of site area to be eligible for the property tax
exemption permitted by this Chapter

Staff Finding The Project meets this criterion through 1ts inclusion of ground floor
commercial space and due to 1ts density of approximately 82 units per net acre of site
area

Mixed-use projects containing ground floor commercial space must incorporate at least
two times the amount of residential floor area to non-residential floor area and contain at
least 20 housing units per net acre of site area

Staff Finding The Project’s ratio of residential floor area to non-residential floor area
1s approximately 67 8 1 0 The Project has a density of approximately 82 housing
units per net acre of site area
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All eligible projects must demonstrate that property tax exemption 1s necessary to achieve
economic feasibility for residential use, taking into account the additional costs incurred
by the design features, public benefits, or minimum densities required 1n return for the

exemption

Staff Finding The property tax exemption 1s necessary to make the Project
economically feasible The 172-unit Center Square component of the Project will be
subject to 60-year affordable restrictions at 60% of AMI In addition, the dense
nature of the project and the transit-oriented features all increase the cost of the
development, these additional costs cannot be funded within the constraints of the
Project’s financing structure without the tax abatement

In reaching this determination, Commussion staff examined three financial scenarios,
detailed below Note that the following internal rate of return (IRR) analysis
incorporates the cash flows from all three rental components of the Development
Center Square and Center Station (the subjects of this TOD tax exemption request)
and Center Village, whose TOD tax exemption request will be brought to City
Council later this spring  This approach was utihized because Center Square and
Center Station’s owner, Glisan Housing Partners, LLC, and Center Village’s owner,
MAX Housing Partners, LLC, are subsidianies of American Pacific Propertes, Inc
(AMPAC) AMPAC's $1 19 million equity investment in the Development was
premised on 1ts subsidiaries’ receipt of cash flows from their respective rental
components of the Development PDC staff has consolidated the cash flows from the
three rental components in preparing its IRR analysis of Project financial feasibility

« Staff examined the cash flow projections without the 10-year tax abatement There

are additional costs associated with building at this level of density, in addition, the
Project’s design also included public improvement costs, transit-oriented design
costs, and pedestrian-centered features and incorporates a significant affordable
component (75 4% of units)

Without tax abatement, the ten-year IRR for the Project 1s almost negative eleven
percent (-10 86%) based on invested capital of $1 19 milhon The net operating
income (NOI) for the Project 1s reduced to the point that the debt coverage ratio
(DCR) for the bond financing 1s approximately 1 05 1 00, significantly below the
mimmum debt coverage covenant of 1 15 1 00 for the bonds The combined DCR
for the bonds and PDC loan for the Center Square component 1s 0 98 1 00,
therefore, the Project 1s unable to pay the required debt service for the PDC loan
The Project 1s also unable to repay the developer fee note for the project within the
maximum | 5-year period allowed by the Internal Revenue Service

Staff examined the Project’s financial feasibility with the 10-year tax abatement
With tax abatement, the ten-year internal rate of return (IRR) for the Project 1s
approximately eight percent (8 08%) based on invested capital of $1 19 mullion
The net operating income (NOI) for the Project s sufficient to provide a DCR for
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the bond financing of approximately 1 20 1 00, above the mimimum debt coverage
covenant of 1 15 1 00 for the bonds The combined DCR for the bonds and PDC
loan for the Center Square component 1s 1 12 1 00, therefore, the Project s able to
pay the required debt service for the PDC loan The Project 1s also able to repay
the developer fee note for the Project within the maximum 15-year period allowed
by the Internal Revenue Service

« Staff evaluated whether project rents could be raised sufficiently to maintain
project financial feasibility without the 10-year tax abatement The rents in the
affordable components of the development (Center Square and Center Village) are
limited by PDC, state, and federal rent regulatory restrictions at their current levels
Therefore, only the rents 1n the Center Station market-rate component of the
Development could be raised for this analysis In order to maintain the eight-
percent IRR achieved with the 10-year tax abatement, project rents need to increase
from the current average of $721 (73 9% AMI) to $911 (92 3% AMI) These
increased rents are almost 20% above current market rents and cannot be achieved
in the marketplace

III. ELIGIBILITY CONCLUSIONS

The proposed project 1s eligible for imited property tax exemption in accordance with
Code and statutory requirements referenced 1n Section II above

According to statutory intent and applicable Code, the proposed project 1s consistent with
and supportive of the purposes for which this authority was created The legislative intent
strongly encourages the development of new multiple-umit rental housing in the State’s
largest urban code areas, and recognizes the need to provide a financial incentive for
projects with higher than average costs due to a number of factors

Although the property tax exemption has been 1n existence since 1975, 1t 1s only during
the last ten-plus years that residential construction activity has occurred within targeted
core areas of the City This activity has 1n large part been made possible by the incentives
of the property tax exemption, in combination with additional direct and indirect
subsidies The expansion of this program for transit oriented development 1s designed to
assist appropriate development along the established Eastside hght rail stations  Such
development has not yet occurred during the last ten years of operation of this line and, in
the current market, 1s not likely to occur without limited pubhc subsidy

The site was an underutilized site  Therefore, public incentives, in the form of limited tax
abatement, are justified n order to achieve the adopted plan goals for new residential
development in this area of the City
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IV. DETERMINATION OF PUBLIC BENEFIT

Section 3 103 040(A) specifies that the proposed project must meet two separate and
distinct public benefit thresholds The first threshold of public benefit, described in
Sections 3 101 040(A) through 3 103 040(D) specifies

Public Benefit Threshold (1) The first threshold of public benefit 1s descrnibed 1n
Sections 3 103 040(A) through 3 103 040(D) Section 3 103 040(B) specifies

“All rental projects containing more than 15 units applying for the exemption must
include within the project and for the term of the exemption at least 20 percent of the
units for rent at rates which are affordable to households earning 60 percent or less of the
area median income ”

Section 3 103 040(D) states that, as an alternative to this provision, the project may
instead provide one or more of the following public benefits

* At least ten percent of the rental units must be affordable to households earning 30
percent or less of area median income,

* At least 20 percent of the rental units must be dedicated during the term of the
exemption by covenant to households that include persons with special needs,

» At least 20 percent of the rental units must include three or more bedrooms,

 The project must provide child care on-site or support child care through a service
provider with a facility located within 1200 feet of a light rail station,

 The project must provide a restdential umt per acre density equivalent to at least 80
percent of the applicable maximum density as allowed by the base zone

Staff Finding  The project provides 172 affordable units and meets the first
requirement above

Public Benefit Threshold (2) The second threshold of public benefit, described 1n
Section 3 103 040E and entirely separate from the provisions above, indicates the project
must also provide one or more of the following

« Ground floor service or commercial use which 1s permitted and serves project
residents, neighboring residents, and transit nders, or

« Office space or meeting room for community orgamzations, or

 Publicly accessible open space such as a landscaped plaza, or

« Famly oniented recreational facilities for the children of project residents, or

* Transit amemues and transit or pedestrian design elements such as benches, bus
shelters, directional signs, or an off-site pedestrian connection from the project to the

nearest transit service

Staff Finding The Project meets each of these criteria

el
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General Public Benefits In addition to these specific and required public benefits, the
Project will provide the following

The Project provides infill development of an underutilized site 1n an established
neighborhood 1n need of revitalization It will specifically serve public purposes by
creating 228 units of housing, and by providing high-density housing with excellent
transit access to the downtown employment center High-density housing 1s crucial in
allowing the region to meet Metro 2040 Plan growth management goals The Project
represents the City of Portland’s commitment to fulfill statewide and regional growth
management goals and policies by locating high-density housing close to public
transportation and the City and its urban services

The Project will also provide mixed-income housing, which 1s an important City goal
Mixed-income housing typically requires public investment in order to be financially
feasible because mixed-income projects can service less debt than market-rate projects
because operating income 1s commensurately lower

The State has also adopted the Transportation Planning Rule that mandates reduced
reliance on the automobile, through measures such as high density, transit-supportive
development With a light rail station less than a block away, the Project supports transit
in the City of Portland

VI. PUBLIC BENEFIT RECOMMENDATION

Staff recommends that City Council approve the limited property tax exemption for this
project subject to the following conditions

(1) Assignment of a tax account number(s) before the City conveys 1ts approval to the tax
assessor The applicant must convey to the Portland Development Commussion the
assigned number

(2) The individual apartment units must be maintained as rental housing and not
converted to condominiums or other ownership arrangements during the ten-year term
of the exemption

(3) Maintenance of 172 of the units at rent levels affordable to tenants earning 60% or
less of median income during the penod of abatement

(4) The project must comply with all apphcable standards of Title 33, Planning and
Zoning, as well as all conditions of approval of any land use and design review

(5) The project must comply with all applicable provisions of Titles 17, 24, 30, 32, and
34



Exhibit 1

Legal Description

Lots 1 and 2 and Tracts A and C of Center Commons, a subdivision of the City of Portland,
County of Multnomah, State of Oregon
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Perspective from Southeast




Plaza Area Detail
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Elevations and Typical Building Floor Plans
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Center Square
Floor Plan
(1* Floor)
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Center Station

Floor Plan
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Exhibat 4

Financial Projections
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RESOLUTION NO. 35791

Approve the Application of Glisan Housing Partners, LLC for a ten-year property tax
exemption for a Transit Onented Development Project that includes 228-units of mulu-
family housing, located near NE 60" Avenue and NE Glisan Street, known as the Center
Square and Center Station Project

WHEREAS, Chapter 3 103 of the City Code provides that ten-year property tax exemptions are
available to encourage the development of high density housing and mixed use projects
affordable to a broad range of the general public on vacant or underutilized sites within walking
distance of light rail stations

WHEREAS, Glisan Housing Partners, LLC (the “Applicant”), c/o Amencan Pacific Properties,
Inc , 851 SW Sixth Avenue, Suite 1400, Portland, OR 97204, owns Property located at NE 60"
Avenue and NE Glisan Street, legally described as

Lots 1 and 2 and Tracts A and C of Center Commons, a subdivision of the City of
Portland, County of Multnomah, State of Oregon

WHEREAS, the Applicant proposes to construct a transit-oriented development project, that
includes 228-units of multiple-unit housing development, known as the Center Square and
Center Station Apartments (the “Project™)

WHEREAS, the Applicant has applied to the Portland Development Commussion for a ten-year
property tax exemption provided by Chapter 3 103 of the City Code

WHEREAS, the Property 1s located within the 60™ Avenue Light Rail Station Area which 1s an
area eligible for a transit-oriented property tax exemption as provided by Chapter 3 103 of the
City Code

WHEREAS, the staff of the Portland Development Commussion recommends approval of this
application, based on findings found in the Portland Development Commusston Report and
Recommendations, attached as Exhibit A, that address the approval critena required by City
Code section 3 103 045

WHEREAS, the proposed Project conforms with the Comprehensive Plan, other relevant
Council-adopted plans and policies, and the applicable regulations for the reasons contained in
the Portland Development Commussion Report and Recommendation to City Council  These
plans, policies, and regulations include the Central City 2000 and the Livable City Housing
Iniiative

WHEREAS. the proposed Project contains public benefits as required by City Code section

3 103 040 necessary for approval of the ten-year property tax exemption on the improvement
value
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WHEREAS, 1t 15 1n the public interest that the limited property tax exemption for the proposed
Project be adopted 1n order to meet the City’s goals for housing as stated in the Central City Plan
and the Livable City Housing Initiative and to meet the housing production goals of the Central
City 2000 Plan

WHEREAS, on Apnl 29, 1999, the Portland Development Commussion Loan Review
Commuttee reviewed the proposed development and recommended that the applhication be
approved on a finding that the tax exemption 1s necessary to make the project feasible

WHEREAS, at the Apnl 29, 1999 meeting, the Portland Development Commuission Loan
Review Commuttee recommended that this application be approved subject to the public benefit
conditions as set forth 1n the Portland Development Commission Report and Recommendation to

City Council

WHEREAS, this resolution was made available to the apphcant, the City Council, and any
interested agencies or individuals at least 14 days prior to consideration of this resolution by the
City Council as required by section 3 103 050 of the City Code

NOW, THEREFORE, BE IT RESOLVED that the application of Glisan Housing Partners,
LLC for the ten-year property tax exemption as provided by Chapter 3 103 of the City Code for a
transit-oniented development project that includes 228 unit multiple-unit housing (Project) 1s
hereby approved, based on the findings contained in the Portland Development Commission
Report and Recommendation to City Council (attached as Exhibit A), for the following described
Property

Lots 1 and 2 and Tracts A and C of Center Commons, a subdivision of the City of
Portland, County of Multnomah, State of Oregon

BE IT FUTHER RESOLVED, that this application 1s approved subject to the following
conditions

1 Applicant shall deliver to the Portland Development Commussion the new tax account
numbers for the subdivision as soon as they are assigned by the County

to

The individual apartment units shall be maintained as rental housing and shall not convert to
condominiums or other ownership arrangement during the ten-year term of the property tax
exemption

3 172 units 1n the Center Square building shall be affordable to households earning 60% or less
of area median income as described in Section 3 1 3 040 of the City Code for the duration of
the tax abatement

4 The Project shall provide an appropnate child-care facility on the Project’s site as an

alternative to providing affordability As required by City Code Chapter 3 103 040(B), this
child-care facithity must be in place for the life of the tax abatement
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5 The Project shall also provide an office space or meeting room for community organizations,
family-onented recreational facilities for the children of Project residents, publicly accessible
open space, and transit amemties and other design elements

6 These and any other public benefits including transit oniented features, shall be provided in
accordance with agreements reached or conditions imposed by the relevant review bodies and
agencies, including but not limited to the Planning Bureau, the Portland Development
Commussion, and Design Review Commussion, as appropnate

7 The Project shall comply with all applicable standards of Titles 17, 24, 30, 32, 33, and 34 of
the City Code, as well as all conditions of approval of any land use and design reviews

BE IT FURTHER RESOLVED that the Portland Development Commussion staff shall file
with the Assessor a copy of this resolution approving the application, as provided in section

3 103 050(E) of the City Code

Mayor Katz
PDC JWF FLT
May 12, 1999

Adopted by the Council

MAY 12 1999

GARY BLACKMER
Auditor of the City of Portland
By

Deputy

B, Hson
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