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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 

I. 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:	 PearlLLC
 
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 lOth Avenues, Kearney 
pedestrian way and Lovejoy Street 

Legal Description:	 Pearl Block No.4; Lots 55, 56 and F; NEW PLAT 1997 State 
Tax ID#s IN1E34BC 300, 400 and 500 

Ouarter Section:	 2929 

ANEQUAL OPPORTUNlTi EMPLOYER
 
CITYGOVERNMENT INFORMATION TDD (FORHEARINGAND SPEECHIMPAIRED): (503) 823_6868
 

www.ci.porrland.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 ofNW lOth 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. 

B. 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 ofNW 
Lovejoy Street. Most of the site is about six feet below street level. The grade at the 
northwest corner ofNW Lovejoy and 9th 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 lOth (located at Kearney 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 lOth 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 IOthAvenue 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: 



Planning Commission's Report to City Council Pearl Block Apartments 
November I, 2002 PC Case No. 42 
Page 3 

177152 

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. 

LVR 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 Pearl 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: 

LV 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 Pearl District Development Plan 
approved by City Council October 200 I. 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 ofPortland 
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 
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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 inunediate vicinity of the site, just across the Kearney 
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 l Oth 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 

1.	 Zoning and Site Maps 
2.	 Exterior Building Elevations 
3.	 Portland Development Commission Staff Report 02-64 
4.	 Financial Information from the Portland Development Commission Loan 

Committee Report 
S.	 Portland Development Commission Resolution 6 

F. LEGISLATIVEINTENT/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 AuthoritylPlanning 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 ofCity 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 ofpublic 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: 

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

(2)	 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 fmancial capabilities of 
current and future households." 
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The Pearl Block Apartments project supports several of the policies of the 
Housing Goal including the following. 

4.1 Housing Availability 
Ensure that an adequate supply ofhousing is available to meet the needs, 
preferences, and financial capabilities of Portland's households now and in the 
future. 

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

4.6 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 ofhousing 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 project is 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 ofunits 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 ofhouseholds and families attracted to a Central 
City lifestyle. Include affordable housing in this mix. 

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

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

7.	 House at least 15 percent ofPSU students in university housing. Locate 
university housing within the District or within walking or bicycling distance 
of the District, or at a location with a direct transit connection to the District. 

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

Planning Commission Finding: The proposal complies with the overall policy 
statement and particularly with policy further statements 1, 3, and 4. This project 
is 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 finn 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 is 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: 
(I) Union Station/Old Town, (2) Terminal One, (3) Pearl District, and (4) 
Tanner BasinlWaterfront. 

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. 

D. Accommodate housing needs for diverse family structures. 
E.	 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. 

F.	 Accommodate industrial growth in industrial zoned areas. 
G. Pursue implementation and completion of the Chinatown Development Plan. 
H. Foster the development of artist residential/work space and gallery facilities. 
I.	 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 (CSO) 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." 

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 
DEVELOPMENTPLAN. THE RIVER DISTRICTHOUSING 
IMPLEMENTATION STRATEGY, AND THE PEARL DISTRICT 
DEVELOPMENTPLAN 

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

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 afford ability 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 Pearl District Development Plan 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 Pearl 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 income), the Housing Implementation Strategy does not require that each 
project include lower income units so long as the overall development within the 
River District meets the housing implementation strategy goals. 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 I99-unit, Pearl Court Apartments just to 
the south. With the completion ofthis 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 ofhousing units affordable to households earning less than 30 
percent of the area median income. Future development will continue to take into 
account these goals which may require more in the way of subsidies in order to 
achieve deeper affordability. 

E.	 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 income distribution of the 
city as a whole. 

Objective l. 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 
Kearney walkway, which will add approximately a quarter block oflandscaped 
open space and seating to the district. 

IV.	 ELIGffiILITY, PLAN, AND POLICY CONFORMANCE: CONCLUSIONS 

A.	 The proposed project is eligible for limited property tax exemption in accordance 
with City Code and statutory requirements referenced in Section II. 

B.	 According to statutory intent and applicable City Code, the proposed project is 
consistent with and supportive of the purposes for which this authority was 
created. The legislative intent strongly encourages the development of new 



Planning Commission's Report to City Council Pearl Block Apartments 
November 1,2002 PC Case No. 42 
Page 13 

177152 

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 Pearl 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 ofthe 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 lOth 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 ofthe 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. 

•	 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. 

•	 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 9th and 1Oth Avenues. 

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

•	 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 lOth 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 ofpublic benefits 
recommended for the proposed project." 



Planning Commission's Report to City Council Pearl Block Apartments 
November I, 2002 PC Case No. 42 
Page 15 

177152 

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). 



Planning Commission's Report to City Council Pearl Block Apartments 
November 1,2002 PC Case No. 42 
Page 16 177152 

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 2: North Exterior Buildin! 
Elevation

"-'

·
 ) 

----1(0 

----@ 

----@) 

----0 

----8 

9D
====~® 

----@) 

:..-----@) 

---~0 

BLDG. ELEVATION 
NOltH fU.VAnotI 

NWlOVEJOY 

ANI:ItOM MOISAN RR 
Anoer",'D A&CHITICIt IiiiiIII 



•. .1""" --

Exhibit 2: East Exterior BUilding 
Elevation 
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Exhibit 2: South Exterior BUilding 
Elevation with Kearney Walk 
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Exhibit 2: West Exterior BUilding 
Elevation 
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PORTLAND DEVELOPMENT COMMISSION
 

Portland, Oregon 
177152
 

DATE:
 

TO:
 

FROM:
 

REPORT NO:
 

SUBJECT:
 

BACKGROUND
 

October 9, 2002 

The Commissioners 

Baruti L. Artharee 

02-64 

Recommend Approval of Property Tax Abatement Application 
to the City of Portland Planning Commission and City Council 
for The Pearl Block in the River District Urban Renewal Area. 

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 
j 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 land. 

. PROJECT DESCRIPTION 
Scheduled to start construction in February 2003, the redevelopment of this block includes 163 market 
rate rental apartments on ten (10) floors, 11,ll52 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 
10fu and NW Lovejoy. Retail shops will line both NW Lovejoy and NW 10fu and alsoface 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 afull block parcel in theRiver 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;" 

•	 Ifdeveloped as proposed, the Project willbewithin 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 theRiver 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 orspace. 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 1()1h Avenues. 

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

•	 FQCl1ities supportive of thearts. Several Frank lloyd Wright reproduction pieces are planned for the 
public space. 

•	 Facilitiesfor thehandicapped. 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 11,000of 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 andarchitecture will offset the density impact. 

•	 Alternative transportation. 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. 

KKfWW 
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FINANCIAL EVALUAnON 
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 Blockhas 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"10 threshold applied with the program in 
accordance with the 1999PDC 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 IRRthat produced a 
return of 3.43%. They are labeled in the Cash Flow Summary as Scenario lC and Scenario lB 
respectively. 

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

I This IRR is based on preliminary profonnas submitted by the applicant The internal rate of return (IRR)represents the relationship 
between the present value of the cash Dow and the capital invested. Desired rates of return vary depending on property location. interest 
and inOatian rates (the higher the inOatian rate. the higher the return desired). Reproduced below is. table an measures of return £rom 
"Urban un<! Institute(UUj - MultifamilyDer1<1opmtllt Handbook ""ulhDred byAdrienne Schmitzet a1 and reoised iny"'" 200!T' 

MEASURE OF REI1JRN EXISI1NG NEW 
DEVELOPMENT 

SfABIUZED 
PROPERTY 

Ceeh-cn-cesb return 
(cash thiowoffleauilvl 8-10% 8-10% 

Overall return (NOl/totaI oost) 
10-11% 9-10% 

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

Pleasenote thatthe tablerepresents a typical projectand that these projected. returns varyaccordingto risk. UnJeveraged IRR's assumeno 
financing; Le.developer or one investorpays. forall project developmentcosts. Nearlyall property taxexemption applications that have 

• come through the Commission have had some lorm of financing so the stated project IRRin this report is 'before-taxleveraged IRR'. 
Furthermore, thePearlBlockproject IRR does nQ!assumea deemedsaleat the end of the review period(s)and it alsodoes not take into 
considerationtax benefitssuch as depredation and losses. As a general rule, financial feasibilityanalysis is an iterative process- a typical 
discounted cash flow analysis is perfonnedmany timesas moredetailedand accurate information becomes avaiiable aboutproject design, 
development costs and anlicipated rents. As cunentIy structured, thereis no requirement forsuch iterations formultiple-unit property tax 
abatementapplicationsthatdo not receive~ POe financing. 

:l The 10% POe threshold acceptably low because even thoughit does notaccount fora deemed sale in year ten (10)it is well below the 
before-tax leveragedIRR fromthe tableabove which did assumeasale inyearto. Whether a case could be madefora stricter threshold is a 
matterfor 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 abatement'. 

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 $1,000of 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 

\	 :s This marketrentassessment in SCenario 3 is not supported bya property appraisal or marketstudy because an appraisal/market study is 
not partof the applicationmaterialsfor propertytax exemption. 

KI</WW 
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PEARL TOWER Committee Report 
Development Sources and Uses 

PROJECT USES 

Land and Site Costs 
Landcosts 
Site Development costs 
Other financing fees 

Total 
costs 

4,000,000 

4,000,000 

Percent of 
totalcosts 

12.05% 

12.05% 

Cost perunit 
163 Units 

24,540 

24,540 

177152 
PerSq foot 

235,401 

16.99 

16.99 

Hard Costs 
Site wor!< 
Building construction 
Construction contigency" 
Tenant improvements 
Other - appliances 

1,000,000 
23,312,215 

534,669 

24,647,064 

3.01% 
70.22"k 

1.61% 

74.64% 

6,135 
143,020 

3,261 

152,436 

4.25 
99.03 
2.27 

105.55 

"" 

J 

Soft Costs 
Architectural services 
Engineering services 
Solisengineering 
Environmental review 
Pennltsand fees 
Construction loan fees 
Construction periodinterest 
Pennenant loan fees 
Taxes 
Insurance 
Furniture. fIXtures andequipment 
Mar1<eting costs 
Soft cost contingency 
Other 

1,046,000 
30,173 
73.755 
36.676 

562,130 
67,050 

1,659,361 
234,676 

13,410 
33,525 
6,705 

266,201 
335,251 
140.605 

" 4,353,571 

3.16% 
0.09% 
0.22% 
0.11% 
1.75% 
0.20% 
5.00% 
0.71% 
0.04% 
0.10% 
0.02% 
0.61% 
1.01% 
0.42% 

13.11% 

6,429 
165 
452 
226 

3,571 
411 

10,160 
1.440 

62 
206 
41 

1,645 
2,057 

664 

27,791 

4.45 
0.13 
0.31 
0.16 
2.47 
0.26 
7.05 
1.00 
0.06 
0.14 
0.03 
1.14 
1.42 
0.60 

19.24 

Total project costs 33,200,655 100.00% 204,767 141.79 

SOURCE OF FUNDS 
PennanentLoan 
Developer equity 

26.000;000 
1,200,655 

33,200,655 

76.31% 
21.69% 

100.00% 

159,509 
44,176 

203,685 .:..-_. 

110.45 
30.59 

141.04 

~'~:"'.-) 
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Exhibit 4: Financial Infonnation 
from PDC Loan 
Committee Report 

THE PEARL TOWER 
Rents per MFI worksheet 177152 

AVERAGE RENTS (as proposedl 

Average Gross 2002 
Square Feet Rents %MFI 

Studios 558 $ 948 95% 
1-Bedroom 797 $ 1,355 126% 
2-Bedroom 1,203 $ 2,044 159% 

AVERAGE RENTS (showIng higher housing average rents needed) 

Average Gross 2002 
Square Feet Rents %MFI 

Studios 558 $ 1,171 117% 
1-Bedroom 797 $ 1,578 147% 
2-Bedroom 1203 $ 2,267 176% 

) 
.' 

.-j' 
" 

8130/02
 



Exhibit 4: Financial Information 
from PDC Loan 
Committee Report 

THE PEARL TOWER 
Assumptions for proforma projections 

177152 
Monthly 

Square feet Total Sq. Hent per Monthly Annual 
Average Apartment Sizes per Unit No. of Units Footage Sq. Foot Rent Rent 

Studio 508 8 4,064 1.70 6,909 82,906 
Studio 607 8 4,856 1.70 8,255 99,062 

TotaVaverage 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 6,456 1.70 10,975 131,702 
One bedroom '815 8 6,520 1.70 11,084 133,008 
One bedroom 816 8 6,528' 1.70 11,098 133,171 
One bedroom 818 8 6,544 1.70 11,125 133,498 
One bedroom 820 8 6,560 1.70 11,152 133,824 
One bedroom 828 8 6,624 1.70 11,261 135,130 
One bedroom 862 1 862 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 35,414 
One bedroom 884 4 3,536 :1.70 6,011 72,134 
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 ·21,522 

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 2,444 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 36,100 

TotaVaverage square foot 1,203 41 49,306 1.70 83,820 1,005,842 

TotaVaverage square foot 876 163 142,725 1.70 242,633 2,911,590 

. ,: j 

8130/02
 



Exhibit 4:	 Financial Infonnation 
from PDC Loan 
Committee Report 

THE PEARL TOWER 
Assumptions for proformaprojections 177152 
RENTABLE BUILDING SQUARE FOOTAGE 

Square Number 
Footage of Units 

Residential 162.511 163 
Storage 122 
Retail 11,052 1 
Parking 43,290 163 

236,653 

Total land area	 ·49,000 

RENTAL ASSUMPTIONS 

Average Monthly 
Numberof Sq. Feet RentPer 

Income Units Per Unit Sq. Foot 

Studios 16 556 1.70 
One bedroom 106 797 1.70 
Two bedroom 41 1,203 1.70 

Total apartments 163 
Parking 163 
Storage 122 
Retail space 1 9.600 2.06 

Scheduledgross rental income
 
Vacancy at 5%
 

Projected net rental income 

Projectedannual percentage increase in rental income 

Expenses 
Inltfal operating cost perunit 
Projectedannual percentage Increase In opemtingcosts 
Retail space- NNN 
Property taxes on land 
Replacement reserves 

DEVELOPMENT COSTS 

Land
 
Improvements
 

Property tax rate per 1.000 

FINANCING
 
Permenant financing
 
Equity
 

00. / 

Average
 
Monthly
 

Rent
 

948 
1,355 
2,044 

90 
30 

20,000 

Monthly Annual
 
Rental Reiltal
 
Income Income
 

15,164 181,966 
143,648 1,723,780 
83,820 1.005,642 

242.633 2,911.590 
14,670	 176.040 
3,660 43,920 

20.000	 240,000 

280,962	 3,371.550 
(14,046) (168,577) 

266,914 3,202.972 

3% 

2,750 
4% 

Total Per Unit 

4,000,000 24,540 
29,200.655 11~145 

33,200.655 203,685· 

20.83 

26.000,000 159,509 
7,200,655 44,176 

33,200,655 203,685 

Permenant loan - 7.25%. 30 yearamortization, 10 yearmaturity 8130/02 



Exhibit 5: PDe Resolution 

PORTLAND DEVELOPMENT COMMISSION 
177152 

Portland, Oregon 

RESOLUTION NO.. 6 

RESOLUTION RECOMMENDING TO THE PLANNING 
COMMISSION AND CITY COUNCIL APPROVAL OF 
PROPERTY 'fAX ABATEMENT FOR THE PEARL BLOCK 

10111LOCATED. AT NW 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 to City Council for final 
approval; and 

WHEREAS, The Pearl LLC, an affiliate of Prendergast and Associates, has 
applied for property tax abatement with the Bureau of Planning for a 163 unit 
residential rental project scheduled to start construction inFebruary 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 POC outreach efforts; and 

KPKtWw 



Exhibit 5: PDe Resolutior: 

October 9, 2002 
Page 2 

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 

FURlliER RFSOLVED 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 

\ . ,y 

Kl'K/WW
 



City of Portland, Oregon 177152 
BUDGETIFINANCIAL COUNCIL ACTION IMPACT STATEMENT 

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

1. Name of Initiator 2. Interoffice Mail Address 3. TelephoneNo. 4. BureauiOfficelDept 

Barbara Sack 299/3200 3-7853 Planning 

5a To be filed (date) 5b. Calendar (Check One) 5. Date Submitted to OFA Budget Analyst: 6.Fund Name & Number 

December 5, 2002 Regular Consent 4/5ths 1J..j<{ /Oa- General Fund 

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

Category I No financial Impact [ ] 

Category 2 Routine Budgeted Items [ ] 

r Contracts r Aonual supply contracts 
r Grants r Claims payment under $15,000 
r Call for bids on purchasing contracts r Creation of a Local Improvement 
r Reports to Council regarding completion of projects r Other 

Category 3 Non-Routine or Unbudgeted Item !Xl Approximately $ 1.37 million (City) foregone 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 are 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 I63-unit apartment project known as lbe Pearl Block Apartments (pearl' LLC). This is 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 lbe eligible portion 
(improvements) oflbe 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? In subsequent year(s)? If there are indirect costs or future commitments implied as a necessary accompaniment or 
result ofthis action, include an estimate ofthese costs even ifthe action does not formally authorize any expenditure. 
Estimated construction costs for lbe 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 offlbe River District 
urban renewal bonded indebtedness. At the end oflbe ten year exemption period, lbe 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, etc. 
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 lbe rental rates targeted for a broader range of income groups. Without lbe exemption, lbe project 
rents would need to be 13% higher and would be unfeasible in this market. The project is consistent with lbe broad income and 
development goals for the Central City. 

APPROPRIATION UNIT HEAD (\'PedI:ame and signature) 



177152 
c/o Bureau of Planning 

CITY OF PORTLAND, OREGON 1900 S.W. 4th Ave., Suite 4100 

Portland,OR 97201·5350 

Telephone: 503~823·7700PLANNING COMMISSION Fax: 503·823·7800 

November 15,2002 

Honorable Mayor Vera Katz 
Commissioner Francesconi 
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 ofa 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 Pearl 
Block project was not unanimous (5-2). Some Commission members, those that voted against approval 
of this exemption and some who voted for it, have concerns 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 lOth 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 Kearney walkway, a public pedestrian link between NW 9th and lOth 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 Information 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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17 7152Portland City Council 
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 ofPlanning 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 is 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 
Kearney 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. 



Portland City Council 1 7 7152 
November 15, 2002 
Page 3 

With these concerns being expressed, the Planning Commission recommends: 

Approval ofthe 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 ofthe Planning 
Commission's report. 

Sincerely, 

Rick Michaelson 
Portland Planning Commission President 



ORDINANCE No. 1 7 71 52 
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. The Council finds that: 

1.	 Prendergast Associates has applied for a ten-year property tax exemption for 
property located at Pearl Block No.4; Lots 55, 56 and F, NEW PLAT 1997 
(State Tax ID#s INl E34BC 300, 400 and 500) on the block bounded by NW 9th 
and 10th Avenues, NW Lovejoy Street, and Kearney walkway. The property ID 
Numbers are, R241289, R241290 and R241270. The applicant proposes to 
construct a I63-unit middle and upper income rental project with ground floor 
commercial space currently known as the Pearl Block Apartments. 

2.	 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. 

3.	 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. 

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

5.	 On October 9, 2002, the Portland Development Commission reviewed the 
proposed development and recommended to the Planning Commission that the 
application be approved on a finding that the tax exemption is necessary to make 
the project feasible at rental rates affordable to a wider range of household 
incomes than would otherwise be possible without the tax exemption. 

6.	 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. 

7.	 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 ill 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 Mu1tnomah County Tax Assessor as prescribed by Section 
3.104.050(1)(d) of the Code of the City of Portland. 

Passed by the Council, DEC 1 8 2002 
Mayor Vera Katz 
Barbara Sack:bjs 
December 11, 2002	 GARY BLACKMER 

Auditor of the City OfPort~ 

By ~tVvL- Yt:t-
Deputy 
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