VERA KATZ, MAYOR

CITY OF PORTLAND, OREGON GIL KELLEY, DIRECTOR

1900 5.W. FOURTH AVENUE, ROOM 4100
PORTLAND, OREGON 97201-5350

BUREAU OF PLANNING  gagsee=r

E-mail: pdxplan@cl.partland.or.us

177152

PLANNING COMMISSION’S REPORT AND RECOMMENDATION

Application of Prendergast Associates for a Ten Year Property Tax Exemption for New
Multiple Unit Housing (Chapter 3.104)

Known as Pearl Block Apartments
L FACTS

A. GENERAL INFORMATION

Effective Dates: Preapplication Date: June 18, 2002
Full Application Date: July 23, 2002
P.C. Hearing Date: October 22, 2002
Deedholder: Pearl LLC

805 SW Broadway #2070
Portland, OR 97205-3360

Applicant(s): Patrick Prendergast
Prendergast Associates
805 SW Broadway, #2070
Portland, OR 97205-3360

Architect: Ankrom Moisan Associated Architects
Charles Matschek
6720 SW Macadam Avenue, #100
Portland, OR 97219
Proposal: Application for a limited property tax exemption for a newly

constructed, ten-story, mixed-use development with market rate
apartments (163 units), ground floor retail, at grade parking (40
spaces) and one level below grade parking (128 spaces). The
project will also include a contiguous pedestrian walkway
linking NW 9th and 10th Avenues developed with trees, benches
and paving.

Location: Block bounded by NW 9th and 10th Avenues, Kearney
pedestrian way and Lovejoy Street

Legal Description: | Pearl Block No. 4; Lot§ 55, 56 and F; NEW PLA'i" 1997 State
Tax ID#s IN1E34BC 300, 400 and 500

Quarter Section: 2929

AN EQUAL OPPORTUNITY EMPFLOYER
CITY GOVERNMENT INFORMATION TDD (FOR HEARING AND SPEECH IMPAIRED): (503) 8236868
www.ci.portland.or.us
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Zone: EX, Central Employment

d, Design Review Overlay

Central City Plan District
Description of The applicants request a limited property tax exemption
Proposal: for a newly constructed apartment project containing 163 units,

with at and below grade parking, and ground floor retail. The
proposed building will be “L”-shaped with a housing entrance at
the outside apex at the corner of NW 10th and NW Lovejoy. The
project includes space for recreation facilities such as a health or
fitness club. All facilities can be adapted to be handicapped
accessible. A landscaped public pedestrian walkway between
NW 9th and 10th Avenues will also be developed as part of the
project.

SITE INFORMATION

Description: The site is almost a city block in size and the northerly 10 feet of the site
has been platted with a public pedestrian easement in order to allow widening of NW
Lovejoy Street. Most of the site is about six feet below street level. The grade at the
northwest corner of NW Lovejoy and Sth Avenue gradually ascends to street level. Some
below grade portions of the site have wooden retaining walls. To the south, across a
walkway between NW 9th and 10th (located at Keamey Street if it went through), is the
Pearl Court Apartments and to the southwest is Jamison Square Park. A new building is
under construction to the west, and to the north across Lovejoy lies the new Lovejoy
Station Apartments, a five story building with ground floor retail space. The Zimmerman
Community Center has a space on the south side of this building, which faces Lovejoy
Street. To the east is parking serving the main US Post Office.

History: This neighborhood is transitioning from a primarily warehouse-industrial
district to one that is residential and mixed-use. This site is within the Hoyt Street Yards
Master Plan area, approved through LUR 92-00798 and LUR 93-00279. The former
elevated Lovejoy ramp to the Broadway Bridge ran along the north edge of this site and
the NW 10th Avenue ramp which joined the Lovejoy ramp covered a small portion of the
northwest corner of this block. The development agreement between the city and Hoyt
Street Properties (1997) called for the removal of the Lovejoy and 10th Avenue ramps, the
reconstruction of those streets at grade, and the construction of a new ramp at NW 9th
and Lovejoy.

Since the approval of the Hoyt Street Yards Master Plan, land use reviews for this site
and surrounding properties include: :
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LUR 95-00241: Approved the subdivision case, which created the subject lots, set the
requirement for the pedestrian easement along NW Lovejoy, and modified the size of the
Kearney tract.

LUR 96-00233: Approved the design review for the Pearl Court Apartments and Kearney
pedestrian tract. Prendergast Associates constructed this affordable housing project that is
one block south of the Pear]l Block site.

In the last few years, projects similar in scale but more commercial in nature have been
proposed for the site of the proposed Pearl Block Apartments.

LUR 00-00104: NW 9th Avenue and Lovejoy Street. Approval of design review for the
proposed Pearl Block, which was a mixed-use full-block development with below grade
parking, ground level retail, three floors of offices, and two floors of condominiums.
There were to be 34 dwelling units and 309 parking spaces. The Kearney tract, adjacent
to the south, would have been developed with benches, lights, and paving between the
new building and existing development on the next block.

LUR 01-00099: 900 NW Lovejoy. Approval of design review for the Pearl Block Office
Tower (which replaced the proposed smaller Pearl Block project). This project was to be
a ten-story, 120-foot office tower, at NW 9th and Lovejoy Street. About 285 parking
spaces were to be provided, with one level below grade and two levels above grade on
the second and third floors. The ground level was to be developed with retail and lobby
spaces, as well as loading areas and parking garage entrances. All floor area above the
parking levels was to be developed as office space, a total of about 152,000 square feet in
area.

The current design review case is:

LU 02 127082DZM: This is the design review with six requests for modifications for the
current project. The Design Commission held a public hearing on this case on September
19, 2002. They asked for some changes and approved the design review with five
modifications and some conditions on October 3, 2002.

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
(Ordinance No. 168702), the River District Housing Implementation Strategy 1994
(Resolution No. 35350) (Ordinance 171449) and the Pear! District Development Plan
approved by City Council October 2001. The site is also included in the adopted River
District Urban Renewal Area.

This property is also covered by the development agreement between the City of Portland
and Hoyt Street Properties (1997), although this property is now owned by Pearl LLC.
The proposed density of the project exceeds the density standard for projects south of
Lovejoy Street (131 units per acre) that are built after the required public improvements



Planning Commission’s Report to City Council Pearl Block Apartments
November 1, 2002 , PC Case No. 42

Paged 177152

have been made — the streetcar line, removal of the Lovejoy ramp, and construction of
Jamison Square.

C. VICINITY DATA

Surrounding Conditions: The site is included in an area called Hoyt Street Yards, which
is transitioning from a rail yard to a high density urban neighborhood. Six other full-
block sites to the south and west within the Hoyt Street Yards area have been developed,
or are under development. In the immediate vicinity of the site, just across the Keamey
Street pedestrianway to the south, is the Pearl Court Apartments. Across Lovejoy Street
to the north is the Lovejoy Station. The project will be just southwest of the new Lovejoy
ramp. The US Post Office parking and loading area is to the east. The new streetcar line
runs northerly along NW 10th Avenue with stops at NW Johnson and NW Marshall.

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

Zoning and Site Maps

Exterior Building Elevations

Portland Development Commission Staff Report 02-64

Financial Information from the Portland Development Commission Loan
Committee Report

5.  Portland Development Commission Resolution 6

LN

F. LEGISLATIVE INTENT/STATUTORY AUTHORITY

1. Legislative Intent

Consideration for property tax exemption for a ten-year period is authorized by ORS
307.600 through 307.690 and by Title 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 ORS
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,
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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 ORS 307.600 to
307.691...”

The Oregon legislature further specified that the ten-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).

Planning Commission Comment: This statutory language was amended during the
1995 legislative session by HB 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 given its location on
the streetcar line, 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 Authority/Planning Commission 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.

In 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 Central City Plan; and

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

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

)

@

That it be located within the Central City plan district boundary as shown on Map
510-1 Portland City Code Chapter 33.510; or

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

Planning Commission Finding: The proposed Pearl Block Apartments on Block 115
of Couch's Addition is located within the boundaries of the Central City plan
district as well as the River District Urban Renewal Area and, therefore, meets the
locational criteria for eligibility. The Portland Development Commission has
reviewed this project at their October 9, 2002 meeting and recommended approval
of the property tax exemption by the Planning Commission and the City Council.
This recommendation is based on the finding that the project would be less
affordable without the abatement. Rents would have to be 13 percent higher to
obtain a 7.35 percent rate of return. (See Exhibit 3 PDC Staff Report 02-64 and
Exhibit 5, Portland Development Commission Resolution 6.)

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 1, 1981. An
update of the City’s Housing Goal 4 was completed and adopted by Ordinance
No. 172954 on December 16, 1998.

The Comprehensive Plan establishes a set of goals and policies to guide future
development of the city. Housing is addressed under Goal. 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.”
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The Pear] Block Apartments project supports several of the policies of the
Housing Goal including the following.

4.1  Housing Availability

Ensure that an adequate supply of housing 1s 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.

4.6  Housing Quality
Encourage the development of housing that exceeds minimum construction
standards.

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 integration 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.

4.14 Neighborhood 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 163 units of rental housing of varying
sizes affordable to middle and high income households. This projectis in a
centrally located neighborhood within a block of the Portland streetcar line. The
streetcar provides access to the central business district, a major employment and
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cultural center. This project also includes the redevelopment of the Kearney tract
with trees, benches and paving, providing an attractive public walkway between
NW 9th and 10th Avenues.

B. ZONING CONSIDERATIONS

1. 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, 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, Overlay Zone, and Comprehensive Plan Map Designation:
EXd, Central Employment with design review overlay (River District
design guidelines apply.)

* Permitted Uses: A full range of uses including light industrial,
commercial and residential.

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

* Permitted Floor Area Ratio (FAR): 4:1, with bonuses allowed for
residential use, provision of middle income housing units, rooftop
gardens and other desired development features.

* Required Residential Development Area: one housing unit for every
2,900 feet of site area is required.

+ Permitted Building Height: 75 feet.

Planning Commission Finding: The project complies with the major
development and use regulations of the base zone and Central City plan
district except for any adjustments that may be considered as part of the
design review process. This project is providing housing in a required
residential development area in excess of the number of units required by
that designation (33.510.230) and the Hoyt Street Yards development
agreement of 1997. Nothing in this consideration of the tax exemption
request for this project modifies the decision of the Design Commission or
overrides any other requirement of the land use and building permit
review process. The design review case for this project is LUR 02-
127082.
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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 follow (as amended on
April 12, 1995).

"Policy 3: HOUSING. 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 the 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 variety of households 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 15 percent of PSU 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 policy further statements 1, 3, and 4. This project
18 adjacent to the Pearl Court Apartments. The Pearl Court Apartments is an
affordable housing project with most units affordable to low income households.
The same firm developed both projects. Within these two blocks, housing is
available to a wide range of incomes.
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"Policy 17: RIVER DISTRICT. Extend downtown development throughout the
River District that 1s highly urban in character and which creates a unique
community because of its diversity; its existing and emerging neighborhoods
housing a substantial resident population, providing jobs, services and recreation;
and most important, its embrace of the Willamette River.

FURTHER, to become the kind of place where people would like to live, work,
and play:

A. Pursue implementation of the River District urban design and development
plans through public/private projects (proposals for action) as described in
each of the four action areas of the River District Development Plan:

(1) Union Station/Old Town, (2) Terminal One, (3) Pearl District, and (4)
Tanner Basin/Waterfront.

B. Preserve and enhance the River District’s history, architectural heritage, and
international character.

C. Integrate social service facilities in a manner that is visually and functionally

compatible with the River District and consistent with the City of Portland and

Multnomah County’s coordinated social service plan.

Accommodate housing needs for diverse family structures.

Provide neighborhood amenities that support River District residents who

work and use the services provided by the Central City. Amenities include

commercial, educational, medical, recreational, transportation, entertainment,
emergency and social services.

Accommodate industrial growth in industrial zoned areas.

Pursue implementation and completion of the Chinatown Development Plan.

Foster the development of artist residential/work space and gallery facilities.

Incorporate strategic public investments in infrastructure that will stimulate

private sector redevelopment. The River District needs increased transit

services, improved streets, and open space.

J. In coordination with the Combined Sewer Overflow (CSQO) Tanner Creek
Basin Project, daylight Tanner Creek through the center of the District and
construct a large focal point basin connecting Tanner Creek with the
Willamette River to provide a tangible amenity that distinguishes the River
District.

K. Contribute to the efficiency of urban living with development density,
diversity of land use, and quality of design that will result in significant
savings in the infrastructure costs of transportation, water, sewer, electricity,
communications and natural gas."

m O

~mo

Planning Commission Finding: The proposal complies with the overall policy
statement and particularly with policy further statements A, D, E and K.
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D. DETERMINATION OF COMPLIANCE WITH THE RIVER DISTRICT
DEVELOPMENT PIAN, THE RIVER DISTRICT HOUSING
IMPLEMENTATION STRATEGY, AND THE PEARL DISTRICT
DEVELOPMENT PLAN

On May 11, 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.

On December 21, 1994, the City Council adopted Resolution No. 35350 which,
among other things, adopted the River District Housing Implementation Strategy.
The strategy established long range goals for housing development by allocating a
percentage of development to the affordability needs of various income groups.
The strategy called for achieving the construction of 5,555 new housing units as
well as commercial and residential support amenities to encourage a stable
residential population in the district. The City also established an annual
monitoring requirement to assess the performance of new residential projects in
meeting these goals.

In October 2001, City Council approved the Pear! District Development Pian by
Resolution 36032 as a general vision to guide the transition of this portion of the
River District from a warehouse/arts district to a high-density neighborhood. This
includes providing a wide range of housing types, mixed-use development with
ground floor retail uses, as well as opportunities for older established businesses
and uses, such as artists' lofts, to stay in the area.

Planning Commission Finding: The proposed project is consistent with the
overall development goals of the above noted plans. The project will contribute
to the achievement of the housing target of 5,555 new units (of which 3,100-3600
are to be targeted to middle and upper income households) in the River District
Housing Implementation Strategy (1994) and the earlier River District
Development Plan (1994). The project is consistent with the development
envisioned in this area by the Pear! District Development Plan (2001). The
proposed project will include 41 two-bedroom units as called for in the plan to
provide opportunities for households with children to live in the area. The project
also creates some additional open space — the Kearney tract pedestrian way that
can be used by area residents.

Although this specific project does not include rental units affordable to low to
moderate income households (i.e., households earning less than 80 percent of area
median ihcome), 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. The developer
considers the Pearl Block project to be the second phase of a two block
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development, the first of which was the 199-unit, Pearl Court Apartments just to
the south. With the completion of this phase, he states the entire project will be
55 percent affordable and 45 percent market rate.

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 eaming 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.

DETERMINATION OF COMPLIANCE WITH RELEVANT URBAN
RENEWAL PLANS

The Portland City Council adopted the River District Urban Renewal Area 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 mcome 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. Implement 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 Objective 1 by providing a
broader range of rental options to middle and upper income households. It
supports Objective 2 by providing ground floor space for retail services and the
Keamey walkway, which will add approximately a quarter block of landscaped
open space and seating to the district.

IV. ELIGIBILITY, PL.AN, 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 II.

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
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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.

C. The foregoing references in Section III indicate that the proposed housing
development is consistent with and supportive of adopted Comprehensive Plan
policies and objectives and the Central City Plan; which is incorporated by
reference. The proposed development is also consistent with the River District
Development Plan; the River District Housing Implementation Strategy; the River
District Urban Renewal Plan, the Pear! District Development Plan and the
governing development regulations of Title 33, particularly the EXd zone as
modified by the Central City Plan District approved by City Council.

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. The site was formerly partially
covered by the NW 10th Avenue and Lovejoy ramps. 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) rental units at rates 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 project, but not available for economic reasons,

(9) dedications for public use, (10) other public benefits approved by the Planning
Commission or 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.

o Rental Rates. The project offers 163 apartments: studios, one and two bedroom
units in a range of sizes. Rates are market driven and set to be accessible to a
range of incomes.

o Recreation facilities. Space has been allocated on the first floor for fitness
activities and/or a health club.

¢ Open spaces. The development includes a ground floor plaza and contiguous
pedestrian walkway on the south side linking NW 9% and 10™ Avenues.

e Facilities supportive of the arts. Several Frank Lloyd Wright reproduction
pieces are planned in the public open space.

e Facilities for the handicapped. All public places and parking areas are code
compliant to be accessible to [the] handicapped. All apartment units are designed
to be handicapped adaptable for access.

¢ Service or commercial use. The Central City design standards for active uses
along 10™ Avenue and Lovejoy Street; the project includes 11,000 square feet of
new commercial space on these frontages and adjacent to public open space on
Kearney Walk to the south.

¢ Dedication for public use: [The] plaza [is the same as Kearney walkway] is
approximately 10,000 square feet for public use.

Planning Commission Finding: In establishing the review authority for tax
exemption, the Portland Development Commission (PDC) is given primary
authority to recommend to the Planning Commission approval, denial, or approval
with conditions [Section 3.104.050 (B)]. PDC's recommendation is determined
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
purposes of this chapter. The Planning Commission shall specify in its
recommendation to the council the scope and nature of public benefits
recommended for the proposed project.”
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The Planning Commission found at its meeting on October 22, 2002, that the
primary public benefit of this project is that it provides new housing in the Central
City along the streetcar line. The project will add rental housing to the River
District and provide balance and choice for current and future residents. The
applicant under the heading of “Rental Rates” lists this public benefit.

The commission felt that the other public benefits listed by the applicant were not
significant and should listed instead as project features. This was because they
were either required (Kearney Walkway, Dedication for Public Use, and Facilities
for the Handicapped) or were features that a middle-income housing project
would include to attract tenants (Recreational Facilities). Also, commission
members did not have enough evidence to find that the “Service or commercial
use” was a public benefit.

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

This project will add 163 market rate rental units to the River District. This project will
occupy a site that is now vacant and will add housing to an area served by the Portland
streetcar. The Planning Commission finds that this project complies with City adopted
and approved plans for the area and to City Council that the requested property tax
exemption be approved subject to the conditions stated below.

VII. PUBLIC BENEFIT RECOMMENDATION

The Planning Commission recommends City Council approval of the limited property tax
exemption for the Pearl Block Apartments rental development subject to the following
conditions.

1. The public benefits listed in Section V. B of this report and any others 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 Commission, and the Historic Landmarks Commission or Design
Commission, as appropriate.

2. The project complies with all applicable standards of Title 33, Planning and Zoning,
as well as all conditions of approval of any land use and design reviews, including the
conditions of approval for LUR 02-127082 and the development agreement between
the City of Portland and Hoyt Street Properties (1997).
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3. 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.

4. The project will not convert to condominiums within the ten-year property tax
exemption.

Barbara Sack:bjs
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Exhibit 1: Zoning Map
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Exhibit 1: Site Plan
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Exhibit 2: North Exterior Buildin,
Elevation

| i ' N ‘ 177159

A §§

e ey
—a Mt
et
bt

3
B
® &

p i miiie —®
| | 'I-: : .

: b

g —@
{ 2 -
T g ey ™\ ®

BLDG. ELEVATION

NORTH ELEVATION
MW LOVESQY

ANKROM MOISAN @
ASSOCIATID ALCHITEICTS

.JPEARL BLOCK

& JATT

— s ——— - ——  ——



Py 2

i

N LLIMIENG MAASH NSIS3A

Pt o= s 1T, i - ey

Exhibit 2: East Exterior Building

Elevation
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Exhibit 2: West Exterior Building
Elevation
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PORTLAND DEVELOPMENT COMMISSION
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Portland, Oregon
DATE: October 9, 2002
TO: The Commissioners
FROM: Baruti L. Artharee
REPORT NO: 02-64
SUBJECT: Recommend Approval of Property Tax Abatement Application

to the City of Portland Platining Commission and City Council
for The Pearl Block in the River District Urban Renewal Area,

BACKGROUND

The Pearl LLC, an affiliate of Prendergast and Associates, has applied for property tax abatement for a

new residential rental development known as The Pearl Block in the River District Urban Renewal

Area. 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 owners will continue to
be liable for property taxes on the value of the Jand.

. PROJECT DESCRIFTION
Scheduled to start construction in February 2003, the redevelopment of this block includes 163 market
rate rental apartments on ten (10) floors, 11,052 square feet of ground floor commercial space, and 168
parking spaces. The Pearl Block, under design by Ankrom Moisan Associated Architects, continues
the River District's pattern of high density, quality urban housing. The proposed development
consists of an “L" with a housing entrance located at the outside apex of the "L" at the corner of NW
10 and NW Lovejoy. Retail shops will line both NW Lovejoy and NW 10 and also face towards the
Kearney Street tract. The building utilizes tower elements at each end of its "L" shape bracketing the
main body with unique semi-circular entry at the apex of the "L" plan. The building steps back from
the sidewalk at the second and third floors as well as the ninth and tenth floors to provide for decks in
some units as well as better sun angles and reduce massing. The building style is in the historic
Portland Building tradition using brick and concrete with metal ornamentation. (Building plans are
attached and more information is available at: www.pearlblock.com).
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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 full block parcel in the River 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;”

v  Ifdeveloped as proposed, the Project will be within one block of 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 River District, 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.” : '

» Finally, the Project will provide rental opportunities in the River District, that is supportive of high
density, mixed-use, in this transit-oriented district.

In addition, the Project will provide the following additional public benefits, as required by the City

Code (Chapter 3.104.040):

* Rental Rates. The project will provide dwelling units at rental rates accessible to a broad income
range. Rental housing is generally affordable compared to for-sale housing.

= Recreation facilities or space. The project has allocated space on the first floor for an on-site fitness

~and exercise room or a health club.

= Open spaces. The project will include a ground floor plaza and contiguous pedestrian walkway on
the south side linking NW 9% and NW 10% Avenues.

s Public Meeting Rooms. The ground floor plaza is approximately 10,000 square feet and it will be for
public use. '

=  Facilities supportive of the arts. Several Frank Lioyd Wright reproduction pxeces are planned for the
public space.

v Facilities for the handicapped. The public spaces and parking are code compliant to be accessible to
the handicapped. All apartments units will be designed to be adaptable for access.

»  Commercial use. The Central City Design standards call for active uses along NW 10" and Lovejoy
Street. The project will include about 11,000 of retail space facing the active streets and adjacent to
public open space on NW Kearney to the south.

=  Density near light rail. The project capitalizes on the City’s investment in the Central City
Streetcar by maximizing the density for apartments construction. High quality exterior
materials and architecture will offset the density impact.

»  Alterngtive transporiation. The project will actively promote the use of public transportation and
alternate means of transportation. Project managers will actively promote the Central City
Streetcar. Developer has worked with Flexcar and similar programs at other rental housing
developments and actively supports such programs.

KK/WW
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FINANCIAL EVALUATION

The total development budget for the Project is $33.2 million. Project financing will be provided by a
private loan and developer equity. The Pearl Block has submitted proformas to support their
Assumptions. The 10-year income projections derived from the proformas show:

(1) the financial performance of the Project with the tax abatement,

(2) the financial 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.

As shown in Cash Flow Summary scenario 1, the Project’s internal rate of return is 7.35%! during the
10-year period of the abatement. This is within the 10% threshold applied with the program in
accordance with the 1999 PDC Financial Products Manual, as amended?. For illustration purposes,
staff prepared a seven-year IRR that produced a return of 5.35% and a five-year IRR that produced a
return of 3.43%. They are labeled in the Cash Flow Summary as Scenario 1C and Scenario 18
respectively.

As shown in scenario 2, the Project’s internal rate of return is -3.07% during the 10-year period without
the tax abatement. In this scenario, the Project would not likely be eligible for financing without a

1'This IRR is based on preliminary proformas submitted by the applicant. The internal rate of return (IRR) represents the relationship
between the present value of the cash flow and the capital invested. Desired rates of return vary depending on property location, interest
and inflation rates (the higher the inflation rate, the higher the returmn desired). Reproduced below is a table on measures of return from
“Urbaen Land Institute (ULI) - Multifarmily Development Handbook -authored by Adrienne Schmitz et al and revised in year 2000

MEASURE OF RETURN EXISTING NEW STABILIZED

DEVELOFPMENT PROPERTY

{cash throwoff/equity) 8-10% 8-10%

Overall return (NOl/total cost)

10-11% 9-10%
Unleveraged IRR 15% 11-12%
Before-tax leveraged IRR 20-25% - 1 1520%
After-tax leveraged IRR 15-20% 12-15%
Investor's before-tax IRR 16-20% 14-18%

Please note that the table represents a typical project and that these projected retumns vary according to risk. Unleveraged IRR's assume no
financing; i.e. developer or one investor pays for all project development costs. Nearly all property tax exemption applications that have

. come through the Commission have had some form of financing so the stated project IRR in this report is ‘before-tax leveraged IRR".
Furthermore, the Pearl Block project IRR does not assumne a deemed sale at the end of the review period(s) and it also does not take into
consideration tax benefits such as depreciation and losses. As a general rule, finandial feasibility analysis is an iterative process - a typical
discounted cash flow analysis is performed many times as more detailed and accurate information becomes available about project design,
development costs and ankicipated rents. As currently structured, there is no requirement for such iterations for multiple-unit pmperty tax
abatement applications that do not receive direct PDC financing.

1The 10% PDC threshold acceptably low because even though it does not account for a deemed sale in year ten (10) it is well below the

before-tax leveraged IRR from the table above which did assume a sale in year 10. Whether a case could be made for a stricter threshold is a
matter for public policy debate.

- KK/WW
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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.

As shown in scenario 3, in order to achieve the 7.35% internal rate of return associated with the
abatement, rents would need to be raised an average of $223 per unit per month, or 13%, higher.
These rent increases could adversely affect absorption and are not possible at the present time;
therefore the project is not financially feasible without the abatemen®.

The estimated ten-year value of exempted tax revenue is approximately $2,353,205 for all taxing
jurisdictions in today's dollars (assuming a twelve (12) percent discount rate, a three percent annual

assessment increase and a tax rate $20.95 per $1,000 of value).

Based on this analysis, the ten-year 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 Pearl Block
to the Planning Commission and City Council-

Baruti L. Artharee, Acting Executive Director

ACTION

C ) 3This market rent assessment in Scenario 3 is not supported by a property appraisal or market study because an appraisal/market study is

not part of the application materials for property tax exemption.

KK/WwW




Exhibit 4: Financial Informatio:
from PDC Loan

PEARL TOWER Committee Report
Developmeant Sources and Uses 1 7 7 1 5 2
PROJECT USES
Total Percent of Cost perunit  Per Sq foot
costs total costs - 163 Units 235,401
Land and Site Costs _ -
Land costs 4,000,000 12.05% 24,540 16.99
Site Development costs :
Other financing fees
4,000,000 12.05% 24,540 16.99
~ Hard Costs
Site work 1,000,000 3.01% 6,135 4.95
Building construction 23,312,215 70.22% 143,020 99.03
Construction contigency 534,869 1.61% 3,281 297
Tenant improvements
Other - appliances
24,847,084 74.84% 152,436 105.55
Soft Costs : 7
Architectural services 1,048,000 3.16% 6,429 4.45
Engineering sérvices 30,173 0.09% 185 0.13
Solls englneering 73,755 0.22% 452 0.31
Environmental review 36,878 0.11% 226 0.16
Permits and fees 582,130 1.75% 3,571 247
Construction loan fees 67,050 0.20% 411 0.28
Construction period interest 1,669,361 5.00% 10,180 7.05
Pemenant loan fees 234,676 0.71% 1,440 1.00
Taxes 13,410 0.04% 82 - 0.06
Insurance 33,525 0.10% 208 0.14
Fumniture, fixtures and equipment 6,705 0.02% 41 0.03
Marketing costs 268,201 0.81% 1,645 1.14
Soft cost contingency 335,251 1.01% 2,057 1.42
Other 140,805 0.42% 864 0.60
- 4,353,571 13.11% _27.791 19.24
Total project costs 33,200,655 10000% 204,767 141.79
SOURCE OF FUNDS '
Pemanent Loan 26,000,000 78.31% 159,509 110.45
Developer equity 7,200,655 21.69% 44,176 30.59
33,200,655 100.00%

203,685 ~— 141.04

"8/30/02



THE PEARL BLOCK X
CASH FLOW SUMMARY 1 7 7 1 5 £
FIRST YEAR OF OPERATIONS
With Tax Cost per Withouttax  Costper
Abatement Unit Abatement Unit

REVENUES
Residenttal
Apartments 2,911,590 2,911,590
Parking 176,040 176,040
Storage 43,920 43,920
Scheduled gross rents 3,131,550 3,131,550
Less vacancy at 5% (156,578) (156,578)
Net residential rents 2,974,973 2,974,973
Retall
Scheduled gross rents 240,000 240,000
Less vacancy at 5% (12,000) (12,000)
Net commercial renis 228,000 228,000
Effective gross income 3,202,972 3,202,972
EXPENSES
Administrative 211,900 1,300 211,900 1,300
Utilities 65,200 400 65,200 400
Operating and maintenance 130,400 800 130,400 800
Property and liability inswance 24,450 150 24,450 150
Properiy taxes on Improvements - - 603,656 3,703
Property taxes on fand 16,300 100 16,300 100

448,250 2750 1,051,906 65,453
NET OPERATING INCOME 2,754,722 2,151,066
DEBT SERVICE ON PERMANENT LOAN 2,128,390 2,128,390
CASH FLOW 626,333 22,677
Initial equity 7,200,655 7,200,655
Return on initial equity 8.70% 0.31%

Exhibit 4: Financial Information
from PDC Loan
Committee Report

8/30/02
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CASH FLOW SUMMARTY
FIFTEEN YEAR PERIOD WITH TAX ABATEMENT
Yaar 1 Year 2 Year3 Yeard Ysars Year$ Year 7 Year 8 Yeary Yaar 10 Year 11 Year 12 Yeouar 13 Year 14 Yoar 15

REVENUES '
Rasiderrtial
Apartriants 2598538 308,908 381573 8277020  337SS31 3476891 5560088 3888315  ATUESE5 3912933 4030321 4151231 4276768 4404041 4535162
Parking 18,321 188,781 152,904 198,135 204,079 210,201 218,607 2.0m 229,802 236,583 243881 250,991 258,621 268,278 274,265
Sorage 45033 46595 4750 ,g 50,915 52443 BAONE 85837 57,308 59,005 60,798 62,819 64498 88433 80, 426
Schaduled gross renty 3225497 3322281 3421929 6005 Z73I02M AE51,412 3568054 4085962 4208541 4334758 4484842 4508787  ATIATE0 4878653
Lass vacancy at 5% —tears) _ peattd  (14,008) M ~pse _oeases) _ (12671 __(9aM8) _ (204208) _ (210427) _ (216740) _ (223.040) _ (229,939) _ {23083 _ (243,043)
Net residential rents _G088203 - JISAT4E 32808 _3S4BSEA  AAMMEON 3850273 3ESH84Y _ATERE0M _DJBATEAL _A00A114 4118088 4241509 _43SMB4T 4499913 _ 4634510
Autall
Scheduled groas remts 247,200 254,818 262,284 w2 e 208573 205,170 304,006 313,146 322 640 3x.218 342,183 352448 83,002 373912
Less vacancy at 5% {12,380} {12.731} {13113) {13,608) {19,811) {14,309) {14,758} {15201} {18,657) {18127 (18,811} {17,109} (17,622} (18,181} {18,696}
Net commercial renta 234040 241,885 249142 _ DH8E18 264914 _ 272244 280,411 208824 _ 2748 90B413 _ S1S608 _ 325070 _ SAEX  S44.870 356,217
Ettactive gross Incoms 3299082 398004 _ 3499078 _SM0AG74 _STINI23 _ ME24E17 3500260 40574 _ 4179183 _ 430407 _44ANERY _45OBET3 _ ATONETS _4MATEI 4990127
EXPENSES )
Admiristratve 220,376 29,191 298,359 247,893 267,609 268,121 278.848 290,000 71,000 313,084 320210 239,250 as2.829 360,542 81,620
Unithiea 1808 0820 73341 78,278 e 02490 [T 85,23 92,800 pa512 100,372 104,397 108,563 112906 1742
Operating and Maimenance 135818 - 141,081 140,682 152,880 158,652 164,993 174,898 178481 185,800 183,024 200,745 208,775 217128 225811 234,843
Property ard Rabilty insurance 25429 20448 27503 28,803 29,747 30.937 22175 33462 34,800 38,162 I7.840 39,145 w1 42339 44,033
Propefty taxes on HTDIOVements - . - - - - . - . - - - - . - .
Property taxes on land 18852 17,630 18335 19.089 15831 20,826 21480 208 23200 24,128 25083 26,097 27,141 20,226 29,385

C 488130 _ 4Babay | 04220 . G24.380 0 S45063 667,179 | EeRSsy | 912481 635,000 643820 000080 717883 748380 77924 | 807V
NET OPERATING MNCOME 2832882 2913208 2095784 2000885 46T SIETAAT  A40086 443980 ZB41183 3641000 3743803 3040010 3057304 A0BSES0 4182854
CRBT AERVICE -—d 0300 2130300 R0 2120390 _ 2120800 2120390 2320300 2420390 2,128,300 2128300 2128300 2128390 _2128380 _2128390 2128350
GASH FLOW {7.200,855) 704,452 784818 887,364 952108 109368 1125847 1200808 1915579 1412783 _ 1512818 1816213 1720620 180014 2054484
Intus) equity Ta200655 7200888 7200658 2 T200688 7200655 7200085 7200056 27200635 7200685 72006855 72006888 7200655 7200855 7,200,855 7,200,855
Retwm on initial squity 9.78% 10.90% 1205% 13.22% 14.43% 15.88% 18.96% 18.27% 19.62% 21.01% 22 43% T 29.9(r% 25.40% 26.94% 20.53%

L10YEARIRR | 7.35%|

Scenark 1
PROJECT PERFORMANGCE WITH TAX ABATEMENT
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THE PEAR ulOEK

CASH FLOW SUMMARY

FIFTEEN YEAR PERIOD WITH TAX ABATEMENT

Year | Year2 Yanr 3 Yoar4 Yoar 5 Year 8 Year7 Year Yaarg Yaar 10 Year 11 Yoari12 Year 13 Year 14 Yaar 15
REVENUES
Residential
Aparumants 2608938 3088306 3181873  A2V7020  SATESI1 478601  A6E0888 3638318  3T7IAS65 3812533 4080321 4151231 4ZI5768 4404041 4536162
Paring 18,321 106,761 192,984 198,138 204,079 2102m 218,507 223,002 209,892 236,583 243,681 250,991 256,621 2688276 274,265
Storage 45538 45,508 47993 49,4530 £S5 52443 54,018 55,837 $7,308 89,025 60,786 62618 64,498 68433 88426
Schaduied Oross rents S2BAY? 332281 34152 3824007 3610328 3730234 3851412 3968954 4055062 4208541 4334798 4464842 4530787  4,790750 457885
Leas vacancy at A% (8vo75] _(188113) __(1T1,096) _ {178.225) _ (te1,518) _ (18B.062) _ (152671) _ (198348) _ (204298) _ (210427) _ (2|8740) __(223242) _ (229935) _ (23A838) (243,943}
Net residental rents 3004202 3168143 3200833 _2ME308 _SABE00 3582270 3006541 Q708606 3001604 _ 300114 4118008 4241800 _438SBAT _44GR910 __ 4.EMN0
Retall
Scheculed groas rants 247,200 254,618 200254 0,12z 27208 20673 . 296170 04,026 313,148 322,840 3z 342183 350 448 363,002 ITAM2
Laes vacancy &z 5% {12,380) (12731} (A1) (13808 ftagy) (14,920} {14,758 (15,20 (1eesy (18,120 {18,617) {17,109) {17,827 [18,161) __- {18,896}
Net commercial rerts 234840 241 245142 | 250618 _ 26434 27244 260411 208604 207488 _ 308413 218,805 326073 _ 334826 _ 344870 385217
EMftactive groes income 9200062 _33BOM _JASOGTS | 3BOAST4 3719123 _GM24B17 3995252 _40S74%0 _AITS1E1 404527 4439663 _ASEOGT3 4700673 _4BA47E 4890127
EXPENSES '
Administrative 220,376 2294 238,359 247,023 257,000 268,121 270.840 290,000 301,800 913,654 328210 339,259 52,829 388,942 381,620
Uniitias 67800 73,541 278 7.8 82409 85,799 00231 §2800 - 98512 100,972 104,397 108,583 112,905 1742
Oneating and maivisnence 138818 141,041 144,082 182,550 188,652 164,908 171,898 1TeA81 185,800 193024 - 200,745 208775 217,128 225,811 234,843
7 roperty and Rabfity Insurance 28428 27,503 22,803 20747 20,837 32175 33482 34800 36,192 87,840 35,145 40711 42.339 44,033
Property taxss on improvements . . - - - 418,420 433,139 480,488 489,483 T 222 508,711 528,980 648,050 582,981 £92.781
Propedty taxes on Land 14980 17,630 18338 19,080 19831 20828 20460 | 22308 23300 . 24128 25,003 28,007 27,141 28208 29,355
458180 _ Asamy _ GOAD20 GNP | B43.08% 983609 1023008 _ 1063970 _1,108463 _1,180.742 _LI9GTIR 1244042 _ 1284428 1348208 _ 1400084
HET OPERATING (NCOME 2832882 2013208 2998754 A0B0888  S16T7IS 2840088 2910247 2090604 072670 348378 3208801 2322000 3400245  J4PA5TS 358001
DEBT BERVICE 2128390 2128360 _2120.390 m 2128350 _ 2128390 _29120500 2128300 2128390 2128390 2128390 _ 2128390 2128390 _ 2120390 _ 2128390
CASH FLOW {7.200,855) 704,452 784,518 867,384 DE2IDE 1009988 732488 797,857 8e5.114 B44200 _1,025395 1108501 1183640 1280855 1370188 1461683
Initia! aquity 72006885 7200885 7200855 7200888 7200858 7200855 7200858 7200885 7200888 7200655 7200855 7200855 7,200,685 7,200,855 7,200,655
Retumn on inftfal equity 9.78% 10.90% 1205% 1322% 14.43% 9.80% 10.04% 12.01% 12.11% 14.24% 15.39% 16.58% 17.75% 18.09% 20.30%
YEAR IRA 3.43%|
H
=3
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(=N
Scenarp 18
PROJECT PERFORMANCE WITH FIVE (£} YEAR TAX ABATEMENT o 8300
[ )

QF
ga
E
§o
?'pS“
g B
Q

=4

b Iy

UORBULIOJU] [eloureuly




Exhibit 4: Financial Information
from PDC Loan
Committee Report

xw O INSWLVEY XYL HVEA (£) NIAIS HUM SONVAHODUE L03r0dd
D 21 oRURS
i
o
s
]
%Gt G HY) 5v3A L
%2650 %E9'8E %9ERL RELLY %691 %RSLYE %OPTH %521 %969} %2uqt %EYFL *<ZTEL xX$0TH %001 xpLe Hne I U0 winiey
SOU00Z'L  SSRVO0ZL  SSUOOZL  SSUO0ZL  SSOOOTL  SSUOORZ  SSOOOTZ SSOOOTZ  SSO'00T. SSROOR: 00002 w002 Sm00TZ 9SV00ZL  SS900ZL &yebe mont
SOYe0s't OBLELFS Girr VECCET | Lo TINZO0 ) ZXT ] 5o0 868 [T ST+ T3 W5 SELTe6 (1T [T ZEr oL (§89'002°0 M0 HEVYD
WTe2Ie GCWCl'Z  CBLUZIE  OGCRIiT  OOLBZiZ  OEEwZl'Z OGTUEIZ  UETUIIT  OELWIlT OOeWelT  GGRullY  OACEEIT  OWEIE  Oweiie  oRwiE ADANEE LE30
SELYES'T  ORFIM'C  £890SYE  GBLISEE  OTMeLZ'E  CYSORL'T  PLOBOLE  SSYLZ0T  0TSKC'T  (SCUSTE  RLUOIT  SIVIDGOT  vASENT  SOEIET  ZeATENT FHODN DNLLAEAO L3N
TETET MOZeET . Gl TRl OWET1 VEETHNT . RvDT et Wit Simm . wems . tRvS . oy &mver . oalww
e eme Wil e Twm . Wi wee - Ww . ®rR . e TWET . &oel . Beer wwa . mee PRy Lo B Auedialg
690'ers 088929 Leng 228y g oSy eclL'ecy carslr . . . . . . . SRMRLSALIRLY U DI A0y
£50'YY ey Mor SYI'es ova'e WK 0RYE wree SV 15806 T E09%Z cos'Lz srre s2rez ooUmTI AEKEE PU Aedug
EYRYEZ HeRZ LT QLI L0 Z0'E8L 009531 1er'eLl 269" ILI 258'%01 z90'99) 09523k oL oIyl PIvEL SQURLNUML PUB TunRaic)
zrLs 0BTH £93'90) IRE'YOL TLE'004 zig'es oob'ze KZee 88259 ] e TR L¥EEL o2voL ov'ie MAN
0Z9'\BE Zra'e0e 629'7st esT'ece 0sTWRE YooEIE ©00'10¢ 000'08T HONZ 1216 BOR'LST EOULT 6¥ERET 1816z 86022 QDR
. sasgdad
TIZVTGEY  EeLWPe¥  CIHTOLY  C9SST  COBGLYF YWY EOLGLIT  EFIWT  CEBAT  [IFNG  G2ICLT  FISTNE  SIG6YE  VEOWRCE  CABGIE oo 80l 40043
IITW/E | GRWt | eeres | e0%E | SAmE . CITeR | ories vaeee | Lree . vRdZ. YR TRWE | oo gWire | Onee TS [FFHUAIO N
oEwT Uster = EiIn o Taeen . wEsl o Wewy o Goemr . eIVl W GHen . WEeW . BT Teen . e %g 19 Aa meen
ZIBELE 0w = e ozme oraeze PITIE $20%0¢8 azi'gez S T zZoe "oTE - levEE ooTLre R0 NS PHOIPS
X g usey
OIEVESY  CIBEoFY ZyoGoc ¥ GBI LCF¥  HROBLLY  FILEGOE VRO LWAE  WOGEALE  |IRGSIC  LoeWiE  GNGIFE  WGLINE  GLWORE  SILWILE 2 YNE UL FRISDEE BN
Evsere)  (oeweel  \ecooeel | (oveecel  Ovl9iel  Ueroid) | (BECYOR)  (GYCeBh  (huc6l  2eewet]  Wiale  BRe G0N EHwll | Gely . %Y W AEows B9y
gsg'els’y  CRLOE'y  i8lUSS'y  2vAYSYY  GELYEE'Y  IyUR0CY  TUSOEDYY FIGDESTE ZIFISNE FCEUS  SZU0E9E  JNYSYE  REIZFE ISTTET VST BUe IO PINOAVTS
R wree Y 61958 BLoT o I R K I L - I L - A Y A A = *onmg
S PLE UZEOT 129'%92 L6405 ¢ I £90'e ' o'ezz LOA'SIT [fq 1+ 810'r0Z -5 1 i op ] WLl 1T Supyeg
T/IGESY  WOYOY'r  QILUZTY  METISNY  IZDOEOr  SCETISE NOPALT DICUNT  GRO0NSE IASOUME ERIEE OZDAZE GLSIGIT SO6'RN0'T BOEWEST nusundy
ey
S3INNIATY
51 WA FLAWA < CLWWA ZLiWeA VT AeA Criwea RN FEET Zles T gnws vieL T Z, (Y7

ANZWALvaEY X¥1 HUM QOREd Hy3A N33
AHVINANG MO HSYD

gl.-_}(ﬂt IHL
B



Exhibit 4: Financial Information
from PDC Loan
Committee Report

INIAILYEY XYL LNOHLIM SONYWHOSH3d 103r0dd

L~V 2 olueag
T ]
=
P
D=
=i
W%Z0E | 99l BV 0} |
%ezIZ %E0'8L %511 %renl LTI %OLE) %IETL %20°1] %L %Er'e %L w89 LTI %NW'E %00'Y Aynbe (myul va Wy
S99002L  SSP00TL  SSP'O0TL  SO0CTL  SOPOOTL  999'00ZE SE00SL SRPIO0ZL SIP00ZL  SEP0OZL  SSP0OTL SRPLOZL SR900XL  S900TL  9enOTL Krln (Wi
TIEEST | ORI SLe0ET IZVUEIT VeURSOT  6OPORE | YIDUGE  OPERL LWeed . G909 BCLl | WUWY | USmE Wt ok lgnoors) MOTd HSYD
E0VETE  GOVEe  GWUVELZ GBSO E  BeCFECc GW0VEEe  BWIEC SI0WMEC GOrT CRIET CRONIT G0WMIT GNWL  EWrsc 0l oIS 1630
PLEBOLE ROTI'E ﬁn.qx..n. E9ZEY'E EIILZE'e G2YYRE  CAWZIT  SrU0'C  SOBTEST SO'ONO'T  BITALT NMMRT WTANT LULwSYT 2O FWOINI DNUVHRCHO 13N
TZFT  wWLBIT SFEin TIRUT T #aT ST TR WRlT. R T RS TN IRy WEw .
e RZoE . Z - IESRE . AR TR Ry W T TRW . TWur . ot mEw [y T 5] Pum] U0 mean Apeddg
oav'sly oar'aly [ 418 oB¥'sly DeYoLY 0BroLy osrely -~ 410 4 ogr'aLy oRr'eLy oer'eLy oRv'eLy oRFaLY ograLr ooy BLLSACICLY U0 SI00R O
£E0'rr [>or B Lok SFi'eE ore'ie W0 00R've TOrE GULZe LE806 rt'ez o' oo 7 ey 2ree SR AR PUB Aoy
Mz La'sz2 BZ1'LLZ Lo SrLo0T 120081 00e'sdl ier'eLl esv'LLL BEE'Y9) 259691 a9 ZHer o' ire 19t SRR Dl Bupaueds
@il 05ZLE £95'80) LEE'YO0L =E00L Z19'08 )] 1£Z'ey 88L'sy 8oY'TR e sz WEEL zToL NV RN
023" 19E D9 EZRTSE BSZ'6ES oLZ'9ze 199'EIE R'e 000'0e T [F{8-"T4 0T > ] e 181z UEDZT SRRSO
$IGNII3
IZV0e6Y  CULYFEY  CLOEOLF  CLY90F  CYULLPY  LZIYOCY  ESVGLEY  OEVZSOY  CHC6LEC LIDPIET LZICILC YiGYREL  GLBGOFE  VEUORS G CWOGGEE LS ]
LT%% WEWE  GWWE | EDSE | AU EWWKE | WrieZ | FeWeR | VWO MR TR | IReR thei T omvee U [RUACS BN
eI ISFeI) | ReoZn . orZy . Trewt | wzien . Geea . (et TwLry | GErn BEn . GoSE  [EnEn | elen 0Tl %S 19 AN Yoo
AEEE wO'ESE SrPZSE toiZr siTeEs ors'me SPLELE STO'PE olrse TR Kz zZine P YT 00Z'2¥2 U FIOIO POFENDS
. nmey
OLEVSY  CIBEoYY  IredeCy  GoIIWCY  GSOWILY VILGGOC  FARIeRC  WFEILE IMIWTE  GEIe9c  WJTOrre  GEORE  CNORE STt &oret B0 (RO N
TE¥eerel | (mvwez) | GeR] | reeee) | e Zrol) | B Toewen | ez et WITR . TRewh . v BOwn | BEe «5 18 Areoun tev)
CSUBLEY  QSUBELY  [BL'GES'Y  ZVE'MSY'Y  BAZYESY  WWS'ROZY 296900 YUEERS'T ZIVISE'C KETERLT  SSCURNE ISYYNT GZAIYE ISTTEE  L5MSEE WU §9D perpeySs
Syl wres | gevYm 81929 Ve w068 smd 9w e ﬂm — TRew | Erer TRy | Seger  GECer adusoiy
5922 UTIT 129’892 LE6'092 [§:3 2.4 £29'9EZ HezT o0'ezE 03912 [F10) v 3% 13 YOC'281 TR -] .41 38 Supuwy
Z919ES'Y  LOROYY  BLSLTr LETISKY  IZC'0C0'r  ESE'TIEET SOBBELT SIEBEE  S8E0B9E Eﬁg [1>:2-T1 >0 5N~ 1 7772 7 ﬂqs_.,n S0B'ER0'E  SEGBEET UL DY
[eRuepisey
SENNIAIY
FIR1N [JYLTN YIS F{RL)N [A¥LLTY [TELLTY XL [ TY Liua) I - RN ¥ JonA [N AT [N

JNINELYEY XYL LNQHLM QQIt3d UY3A N33 dd

o




Exhibit 4: Financial Information
from PDC Loan
Committee Report

e o 03033IN SWOON! SSOHD USHOIH BAIMOHS INSWRLYEY XYL LAOHLIM JONVWE0LEId LO3rodd
Vo € opeusog
i
o
Trow
-l
WHI BYdA OF
RSLOE %802 RLOLZ %IETE %EF'EZ %2EIT %OEDS %LV %gLLl %5991 %RETWI %1024 %EXLL %600} %IT0} Ayhbe frrjuy L0 winely
SSP00TL  GSPDOZL  SSEMOTL  §SO00TL  GSP00ZL  SSSOOTL  9SP'00TL  GSWOOTL  9SBO0SL  SSO00TL  SSO0MZTL  SSPUOTL  SSP0OFL SO0 SSA00TL Ayrbe o)
SOPIZZ | SIBI0Z W CIUGVe L FIECZET WELBeal | OTels . GIOnerr . OLZFC | GL0FeTt  LTESil WPYDL  CI0Eis . GiorZa. | e {ss0'00C'L) MO HEYDS
RO TV OTET ARVE: TOVET TROWEE TOWEE TOWET VR tRTET ORI T TR TvET o . EOWALES 1830
YOOy PIECIEY  TEEENLY  CLCRE0P  SEUTEE'T ESFTINT BIOUMT QUUIEFE RCULFE GETIST  OZN'REZE ZLPUSIT  MGEUN0T  KISOBNT 80090 INOINI DNLLY U340 13N
TeLE T YOLToLT ENECILT  CRITELT . OVRRONT GOEGI0N  BLFRNG  TREDl . W0l GoTeE w8 Goors 0alozE  LEh08  oeean
e wew | Wiz 605 TR Y T R - R ¥ e el Tmael wewr . 69 K= P U Hoon Aty
CRY'OLY Sv.o$ oer'aly wraLy carelr osreLr oYLy oarary osrely oRrely - CAYelY 0oY oLy oeroLY QEreLY g 18 FUSLUSACMLY U0 0T ALadGlg
50y Loy orl6E ey B/w 0o ZYee ULTE 8808 L6z 09'e2 ovLE grres Ky soumnsu) ey pUe Ausdalg
EYEZ b a.aﬁ > JWEE 842902 oPL'00T rZ0'c8l 000'seL WLl PAY'LLL eyl ') 00991 wo'ert 'L S10'8E1 SOUBURLTIW U Buguiedo
@yl SOBTLY £99901 L9E'¥0L 2UL00L [41) ] ooe'zs [ 1>4 ] (.74} esr'zy «eL'eL UZL WEEL oevaL -] sequan
029'19% rewE aza'zee 89T5EE oIToE YIO'SLE DOB"108 000062 T IZIRZ eRsT 88T (50> R L0 !Mma!tmm
BIVIZSS  GIPDORS  ISEONSD  GIG08I'G GCe6e09 ST IERY  IS00SLY  GOLLISY . WCLILYF  GIBOMLY  FECOITF IWWLLdP GEOAIST ISZTHT  SRLeFLGC owou; sead saoey3
OS9CHE UVTE  L9WE  POUISE wWaore Tv606e 10 128 T LI ERe0E | worss  WrYee FrIY75 YR G2 IV Eo)5rd U [FRMLLGD N
ﬁﬂ 8_ e &6 .~|.‘.I_||R ([ weal . Bwa . Gawr . e g.ﬂl_. T Wa . Goowl. . ey @ivn widerT a._nmal %3 & Aoumoma ron
80262 099'08e sov'esE {SE'DE LiZREE 00g'eTe [ 75 11 19’008 Serote iz Fiiq+ - L88'yiz BULI SE0I0 PAERDS
unsy
I9TEBES  TYIFELY  YOOPRGF CFGEUF  GOree ¥  GIOTHY  USLUCPY  CLGGeY GCUPLLF  GEGLW0r  LGIVIBE  YRCURWE  FIOGOLE YeeU0ST IOLWBFE BUN (FIUAPIES) N
xez)  Wmzo]  Teweame | WoLvee] | Eeeird | o0 ore | Redeed) | mewee] | IR Gl oroe . (el aﬂm ~ Taear]  TeooveL) %3 1@ Aouzoms o
I6¥'935' OSPOF'S  ZUE'OXC'T SZI'PED'S SSL'9FE'Y wOL'IOR'YT  BRQLED'Y [00'920'F | OPZYSE'Y  TSTEEEY  ZeSIrlYyY Y CIF06LE  LOL'OSYE Bk Tl peNpRES
ST 9L Weme Cris R TS00EY | el ts6ey | 0owd | Tiged weW - Wes | eiw 01T 08 iy , sdei0ig
£rLSET 62149 WuE Fie Y] et LLE'SST 0Re'LT wrore ESFEEZ e 190022 199612 ®y'ioe L2102 125's61 Bupyng
EI0LBI'S  DYIIND'S EERNER'Y  E0OGSLY  BIVLIGY  CEETRYP  GLYFTSCY  LWSETY  QUOTOLY  GIOGRAT  BROLOOE EEVYSLE OR0'GYSE CLEWEDE SSR'SEYT BusuLIdy
X : IFpuepysey
SINNIAIY
L JUBA ¥} ve, T FIE LT V7Y 0F oA G [ELLN PRI FET CFT yRe . EJeA TR, ¥ 27

IN3WNILYEY XYL LNOHLIM QOlk3d HYAA N33 L4
AEYWANS MO MSYD

. gn% ELTY



THE PEARL TOWER
Rents per MFIl worksheet

Exhibit 4: Financial Information
from PDC Loan
Committee Report

177152

AVERAGE RENTS (as proposed)

Average

Square Feet
Studios 6558
1-Bedroom 797
2-Bedroom 1,203

Gross 2002
Rents % MFI
$ 948 95%

$ 1,35 126%
$ 2044 159%

Average
‘ Square Feet
Studios 558
1-Bedroom 797
2-Bedroom 1203

_ AVERAGE RENTS (showing higher housI:ng average rents needed)

Gross 2002
Rents % MFI
$ 1171 117%
$ 1578 147%
$ 2267 176%

8/30/02
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THE PEARL TOWER
Assumptions for proforma projections 1 7 7 1 5 2
Monthly

Square feet Total Sq. Rent per Monthly Annual
Average Apariment Sizes _perUnit _ No. of Units Footage Sq. Foot Rent Rent
Studio 508 B 4,064 1.70 6,909 82,906
Studio 607 8 4,856 1.70 8,255 99,062
Total/average square foot 558 16 8,920 1.70 15,164 181,968
One bedroom 722 1 722 1.70 1,227 14,729
One bedroom 742 28 20,776 1.70 35,319 423,830
One bedroom . 744 16 11,904 1.70 20,237 242,842
One bedroom 796 1 796 1.70 1,353 16,238
One bedroom 807 8. 6456 1.70 10,975 131,702
One bedrocom ‘815 8 6,520 1.70 11,084 133,008
One bedroom 816 8 6,528 1.70 11,098 133171
One bedroom . 818 8 6,544 1.70 11,125 133,498
One bedroom 820 8 6,560 1.70 11,162 133,824
One bedroom ' ) 8 6,624 1.70 11,261 135,130
One bedroom - 862 1 gg2 1.70 1,465 17,585
One bedroom 864 1 864 1.70 1,469 17,626
One bedroom 868 2 1,736 1.70 2,951 35414
One bedroom 884 4 3,536 1.70 6,011 72134
One bedroom 935 1 935 1.70 1,590 19,074
One bedroom 1,039 1 1,039 1.70 1,766 21,196
One bedroom 1,042 1 1.042 1.70 1,771 21,257
One bedroom 1,055 1 1,055 1.70 1,794 - 21,622
Total/average square foot 797 106 84,499 1.70 143,648 1,723,780
Two bedroom 1,105 1 1,105 1.70 1,879 22,542
Two bedroom 1,132 . 28 31,696 1.70 53,883 646,598
Two bedroom 1,222 2 2444 1.70 4,155 49,858
Two bedroom 1,275 7 8,925 1.70 15,173 182,070
Two bedroom 1,539 1 1,539 1.70 2,616 31,396
Two bedroom 1,798 1 1,798 1.70 3,057 36,679
Two bedroom 1,799 1 1,799 1.70 3,058 36,700
Total/average square foot 1,203 41 49,306 1.70 83,820 1,005,842
TotalVaverage square foot 876 163 142,725 1.70 242,633 _ 2,911,590

8/30/02
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THE PEARL TOWER

Assumptions for proforma projections _ 1 7 7 1 5 2
RENTABLE BUILDING SQUARE FOOTAGE
Square Number
Foolage of Units
Residential 182,511 163
Storage 122
Retail 11,062 1
Parking 43,290 163
236,853
Total land area - 48,000
RENTAL ASSUMPTIONS
: Average Monthly Average Monthly Annual
Number of Sq. Feet Rent Per Monthly Rental Rental
Income Units Per Unit Sq. Foot Rent _ Income Income
Studios ' 16 558 1.70 948 15,164 181,968
One bedroom 106 797 1.70 1,355 143,648 1,723,780
Two bedroom 41 1,203 1.70 2,044 83,820 1,005,842
Total apartments 163 242,633 2,911,590
Parking 163 ) ap 14,670 176,040
Storage 122 i 30 3,660 43,920
Retail space 1 9,600 2.08 20,000 20,000 240,000
Scheduled gross rental income 280,962 3,371,550
Vacancy at 5% (14,048) (168.577)
Projected net rental income 266,914 3,202,972
Projected annual percentage increase in rental income 3%
Expenses )
Initial operating cost per unit 2,750
Projected annual percentage increase in operating costs 4%
Retall space - NNN
Property taxes on land
Replacement reserves
DEVELOPMENT COSTS Total Per Unit
Land 4,000,000 24,540
improvements 20,200,655 179,145
33,200,655 203,685
Property tax rate per 1,000 20.83
FINANCING
"~ Permenant financing 26,000,000 159,509
Equity 7,200,655 44,176

33,200,655 203,685

Permenant loan - 7.25%, 30 year amortization, 10 year maturity ) 8/30/02
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PORTLAND DEVELOPMENT COMMISSION

177152

Portland, Oregon
RESOLUTION NO. .6

RESOLUTION RECOMMENDING TO THE PLANNING
COMMISSION AND CITY COUNCIL APPROVAL OF
PROPERTY TAX ABATEMENT FOR THE PEARL BLOCK
LOCATED AT NW 10™ AND LOVEJOY IN THE RIVER
DISTRICT URBAN RENEWAL AREA.

WHEREAS, Chapter 3.104 of the City Code specifies the process for reviewing
and approving applications for property tax abatements for new, multiple-unit
housing, including projects containing units available for individual purchase;
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 fo City Council for final
approval; and

WHEREAS, The Pearl LLC, an affiliate of Prendergast and Associates, has
applied for ptroperty tax abatement with the Bureau of Planning for a 163 unit
residential rental project scheduled to start construction in February 2003; and

. WHEREAS, the project represents the type of new development encouraged by

~ Portland’s adopted Comprehensive Plan Housing Policy, the River District
Urban Renewal Plan, and the PDC outreach efforts; and

KPK/WW
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177152

WHEREAS, the Commission has reviewed the proposed project construction
costs and projected rents and determines that the property tax abatement is a
necessary element to achieve a financially feasible project; now, 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 Pearl Block project be approved based on a financial review of
the application; and be it

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

ADOPTED by the Commission October 9, 2002.

John W. Russell, Chair

'Noell Webb, Acting Secretary

KPK/WW




City of Portland, Oregon 177152
BUDGET/FINANCIAL COUNCIL ACTION IMPACT STATEMENT

INITIATOR=S SUMMARY OF COUNCIL ACTION (Deliver original to Financial Planning Division. Retain copy.)

1. Name of Initiator 2. Interoffice Mail Address 3. Telephone No. 4. Bureaw/Office/Dept.

Barbara Sack 299/3200 3-7853 Planning

S5a. To be filed {date) 5b. Calendar (Check One) 5. Date Submiticd to OFA Budget Analyst: 6.Fund Name & Number
December 5, 2002 Regrular C;_l‘-ls;nt 41{“5ths /3 /q/aa. General Fund

Please check appropriate box and list dollar amount.
If using electronic MS Word version; underline appropriate category and type and list dollar amount after.

Category 1 No financial Impact [ ]

Category 2 Routine Budgeted Items [ ]

r Contracts T Annual supply contracts

r Grants r Claims payment under $15,000

r Call for bids on purchasing contracts Tr Creation of a Local Improvement

r Reports to Council regarding completion of projects T Other

Category 3 Non-Routine or Unbudgeted ftem Approximatelv § 1.37 million (City) forepone revenue over 10 years

SUMMARY OF ACTION: In concise terms, describe what is to take place through the enactment of this eouncil action. Where applicable,
narrative should include answers to the following questions. Add space as necessary below each question. Multiple page responses arc acceptable if
necessary to answer all relevant questions.

-

A. What action(s) is proposed? The proposed ordinance (attached) will grant a limited ten-year property tax exemption for
proposed new construction of a 163-unit apartment project known as the Pearl Block Apartments (Pear] © ~ LLC). Thisis a
rental project targeted primarily for middle income households.

B. Who will be affected by the proposed action? The County Tax Assessor will be directed to exempt the eligible portion
{improvements} of the taxable assessed value of the project. The land value will be subject to property taxes. Otherwise, minimal
impact on operations of City bureaus.

C. What will the action cost? In this fiscal year? Subsequent year(s)? How much revenue will it generate? In this fiscal
year? Im subsequent year(s)? If there are indirect costs or future commitments implied as a necessary accompaniment or
result of this action, include an estimate of these costs even if the action does not formally authorize any expenditure.
Estimated construction costs for the building is expected to be $33 2million. The estimated ten year value of exempted taxes
totals approximately $4,164,800.00 (all taxing jurisdictions). See Financial Information from PDC Loan Committee Report in
Exhibit 4 of the attached Planning Commission Report. This amount would otherwise go toward fund to pay off the River District
urban renewal bonded indebtedness. At the end of the ten year exemption period, the project will become fully taxable.

D. Is the cost included in the current years budget? If so, which Fund or AU? If not, identify funding sources and amounts
- i.e. interagency, contingency/unforeseen, grants, administrative transfer, etec.
No direct expenditure from City Budget.

E. . What alternatives to this action been explored? Yes, however, PDC determined that tax exemption is necessary to make
project economically feasible at the rental rates targeted for a broader range of income groups. Without the exemption, the project
rents would need to be 13% higher and would be unfeasible in this market. The project is consistent with the broad income and
development goals for the Central City.

Faye Doty, Administration

APPROPRIATION UNIT HEAD (Typed name and signature)
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CITY OF PORTLAND, OREGON 5005w eth e wte 100

Portland, OR 97201.5350

PLANNING COMMISSION gz

November 15, 2002

Honorable Mayor Vera Katz
Commissioner Francescom
Commissioner Randy Leonard
Commissioner Dan Saltzman
Commissioner Eric Sten
Portland City Hall

1121 SW 4th Avenue

Portland OR 97204

RE: Property Tax Exemption for a Market-Rate Apartment Project in the Central City

Dear Mayor Katz and Commissioners:

On October 22, 2002, the Portland Planning Commission voted to recommend approval of a limited
property tax exemption for the Pearl Block, a market-rate apartment project in the Central City’s River
District. 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 Planning Commission’s vote for approval of the exemption for the Pear]
Block project was not unanimous (5-2). Some Commission members, those that voted against approval
of this exemption and some who voted for if, have concems about this particular tax exemption program
that they would like to convey to City Council.

Project Information

The Pearl Block project is proposed for construction on the block between NW 9th and 10th Avenues
and Lovejoy Street and the Kearney pedestrian tract. It will be a 163-unit, market-rate, ten-story
apartment building with ground floor retail space. It covers an entire city block and includes the
development of the Keamey walkway, a public pedestrian link between NW Sth and 10th Avenues.
Although the project site is owned by Pearl 2000 LLC, it was originally one of the Hoyt Street
Properties and is still subject to the development agreement between the City and Hoyt Street Properties.
The proposed density exceeds that required by the agreement and the development of the Kearney Street
walkway fulfills another requirement of the development agreement.

Portland Development Commission Process

The Portland Development Commission is responsible for initially reviewing the applications based on a
finding that the tax exemption is necessary for financial feasibility of the project. The Portland
Development Commission recommended approval of the Pearl Block project at their October 9, 2002

An Equal Opportunity Employer
City Government Informarion TDD (For Hearing and Speech Impaired): 503-823.6868
Email: planningcommission@ci.portland.or.us

www.planning.ci.portland.or.us
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Portland City Council 1 7 7 1 5 2

November 15, 2002
Page 2

meeting. See Exhibit 5 of the report. The application was then forwarded to the Planning Commission
for review for consistency with the City’s Comprehensive Plan and other relevant policies.

Planning Commission Action

Although the majority of Planning Commission members agreed to recommend that City Council
approve the exemption for this project at their October 22 meeting, they also unanimously passed a
motion to amend the public benefits portion of the staff report. The Planning Commission is required by
City Code to specify in its recommendation the scope and nature of the public benefit recommended for

the proposed project. Each applicant for a tax exemption is required to list the public benefits provided
by their project.

The Planning Commission believes that the main public benefit of this project is that it adds middle-
income rental housing to the River District, which improves housing balance and choice in the district.
The River District has been the location of a number of new high-end condominium projects, as well as
rental housing projects affordable to low and moderate income households. The inclusion of new market
rate rental units should be viewed as the primary public benefit in the view of the Planning Commission.
The Planning Commission asked that this portion of the public benefits description be expanded in their
report to the City Council.

Planning Commission members directed that the other public benefits listed by the applicant be deleted
from the public benefits section of the report and added to the project description. These included
recreation facilities, open spaces, facilities for the handicapped, and service or commercial uses. The
reason for this change 1s that some listed public benefits are required by regulations (facilities for the
handicapped) or the Hoyt Street Properties development agreement (dedication and development of the
Keamey Street walkway). Planning Commission members considered other features such as the
proposed space for recreation facilities and ground floor commercial uses to be ones that a middle-
income project would include to attract tenants and did not particularly benefit the public.

The Planning Commission also considered another motion at their meeting that did not pass. This was
to limit the tax exemption to the residential portion of the project and not exempt the ground floor
commercial portion. The vote on this motion was four against approval and three for it. While this
motion was defeated, some Planning Commission members questioned whether there was a particular
need for ground floor commercial uses at this location or a need to provide an incentive to induce
commercial uses to locate here.

The Planning Commission intends to take up these concerns about the New Multiple Unit Tax
Exemption Program at its meeting on housing issues on December 17, 2002.
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With these concerns being expressed, the Planning Commission recommends:

Approval of the limited ten-year property tax exemption for the Pearl Block Apartments based on the

findings in the attached report and subject to the conditions listed on pages 15-16 of the Planning
Commission’s report.

Sincerely,

A~

Rick Michaelson
Portland Planning Commission President



ORDINANCE No. 177 152

Grant a ten-year property tax exemption to Prendergast Associates for new multiple-unit housing
on the block bounded by NW 9th and 10th Avenues, NW Lovejoy Street, and the Kearney
walkway. {Ordinance)

The City of Portland ordains:

Section 1.

1.

The Council finds that:

Prendergast Associates has applied for a ten-year property tax exemption for
property located at Pear] Block No. 4; Lots 55, 56 and F, NEW PLAT 1997
(State Tax ID#s IN1E34BC 300, 400 and 500) on the block bounded by NW 9th
and 10th Avenues, NW Lovejoy Street, and Keamney walkway. The property ID
Numbers are , R241289, R241290 and R241270. The applicant proposes to
construct a 163-unit middle and upper income rental project with ground floor
commercial space currently known as the Pearl Block Apartments.

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.

The proposed development conforms with the Comprehensive Plan and 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 Central
Employment (EX) Zone and Plan designation; the River District Urban Renewal
Plan; and the development agreement between the Hoyt Street Properties and the
City of Portland.

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

On October 9, 2002, the Portland Development Commission reviewed the
proposed development and recommended to the Planning Commission that the
apphcation 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.

On October 22, 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.

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,
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8. 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 Prendergast Associates for the ten year property tax
exemption provided by Chapter 3.104 of the Municipal Code of the City of
Portland, Oregon, and ORS 307.600-691 is hereby approved for the following
property:

Lots 55 and 56 and Tract F, Pearl Block 4, New Plat 1997; Property ID Numbers
R241290, R241289 and R241270.

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

1. The public benefits listed in Section V. B of the Planning Commission’s
Report and Recommendation and any others 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 Commission, or Design Review Commission, as appropriate.

2. The project complies with all applicable standards of Title 33, Planning and
Zoning, as well as all conditions of approval of any land use and design
reviews, including the conditions of approval for LUR 02-127082 and the
development agreement between the City of Portland and Hoyt Street
Properties (1997).

3. 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.

4. The project will not convert to condominiums within the 10-year property tax
exemption.

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

Passed by the Council, [DFC ] 8§ 2007
Mayor Vera Katz

Barbara Sack:bjs

December 11, 2002 GARY BLACKMER
Auditor of the City of P%
By /%uﬂ,w,

Deputy
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