
PORTLAND DEVELOPMENT COMMISSION 

Portland, Oregon 

 

RESOLUTION NO. 7032 

 

AUTHORIZING THE ACQUISITION OF 511 NW BROADWAY LOCATED IN 

THE RIVER DISTRICT URBAN RENEWAL AREA; AUTHORIZING A 

BUILDING LEASE OF 511 NW BROADWAY TO PACIFIC NORTHWEST 

COLLEGE OF ART; AND AUTHORIZING BRIDGE AND LONG-TERM 

FINANCING TO PNCA HOLDINGS, LLC, IN THE AMOUNT UP TO 

$20,320,000 

 

WHEREAS the Pacific Northwest College of Art (“PNCA”) desires to use, for educational 

purposes, the building located at 511 NW Broadway, commonly known as the 511 Building ( “Property”) 

and spend approximately $31,500,000 to seismically upgrade and improve the Property for its use 

(“Project”); 

WHEREAS, in order to use Historic Tax Credits for building renovation, the Portland 

Development Commission (“PDC”) is prepared to submit a Historic Monument Transfer Application 

(“Application”) to the U.S. General Services Administration (“GSA”) for the transfer of the 511 Building 

to PDC and lease the 511 Building to PNCA Holdings, LLC, for a minimal sum under an absolute triple net 

lease agreement; 

WHEREAS, the GSA is prepared to transfer title of the Property for a minimal sum to the PDC 

upon receipt and approval of the Application; 

WHEREAS, PNCA has requested bridge and long-term financing from PDC to be used for seismic 

and tenant improvements to the Property, and these activities further goals and actions set forth in the 

City of Portland Economic Development Strategy and 2010 PDC Strategic Plan including Strong Economic 

Growth and Competitiveness, Sustainability and Social Equity, and A Vibrant Central City; and 

WHEREAS, the Property is located in the River District Urban Renewal Area and the PNCA 

occupancy of the Property will further the implementation of the River District Urban Renewal Plan by 

facilitating the rehabilitation of a historic building and by providing long-term stability, credibility, and 

activity to the district. 

NOW, THEREFORE, BE IT RESOLVED, that the PDC Board of Commissioners (“Board”) hereby 

authorizes the Executive Director to submit to the GSA the Application substantially in the form 

attached hereto as Exhibit A, and upon GSA approval accept title to the Property; 

BE IT FURTHER RESOLVED, that the Board hereby authorizes the Executive Director to enter into 

a long-term absolute net building  lease of the Property to PNCA Holdings, LLC, for a minimal sum under 

terms and conditions outlined in the attached Exhibit B; 





PORTLAND DEVELOPMENT COMMISSION 

Portland, Oregon 

 

RESOLUTION NO. 7032 

EXHIBIT A 

 

AUTHORIZING THE ACQUISITION OF 511 NW BROADWAY LOCATED IN 

THE RIVER DISTRICT URBAN RENEWAL AREA; AUTHORIZING A 

BUILDING LEASE OF 511 NW BROADWAY TO PACIFIC NORTHWEST 

COLLEGE OF ART; AND AUTHORIZING BRIDGE AND LONG-TERM 

FINANCING TO PNCA HOLDINGS, LLC, IN THE AMOUNT UP TO 

$20,320,000 

 

 

Exhibit A includes this cover page and contains 23 pages: 

• Obtaining Real Property for Historic Monument Purposes: Application & Instructions 
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Absolute Net Building Lease Terms 

Property: 511 NW Broadway 

Portland, Oregon  

(Former Federal Building) 

Premises: Approximately 135,000 total square feet 

Tenant: PNCA Holdings, LLC. 

Term: 99 years 

Options: One 99-year option to renew 

Rent: $1 per year absolute net rent 

Absolute Net Rent: Tenant shall be responsible for all property expenses including 

insurance, taxes, utilities, common area maintenance, and 

building repairs 

Improvements: Tenant will improve premises per an approved preservation 

plan at a cost of approximately $31,500,000 dollars 

Use: Educational; PNCA may not change the use without prior 

written PDC consent 

Leasehold Mortgages: Tenant’s right or prohibition to mortgage its leasehold 

improvements will be negotiated and addressed in the 

agreement 

Option to Purchase: TBD 
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Bridge and Long-Term Financing Terms and Conditions 

September 9, 2013 

 

Jill Sherman 

Gerding Edlen  

1477 NW Everett St.  

Portland, OR 97209 

 

RE: Draft PNCA Loan Terms and Conditions 

 

Dear Jill: 

 

I am pleased to present you with draft terms and conditions for proposed financing by the Portland 

Development Commission (PDC) for your client, the Pacific Northwest College of Art (PNCA), in an 

amount up to $20,320,000 as described more fully in this letter.  Any financing presented in this letter is 

intended to serve as a framework for further discussion and should not be considered an offer or an 

approval.  Any final binding agreement will be subject to underwriting and approval by PDC staff and 

Board of Commissioners, as well as documentation acceptable to PDC Counsel. 

 

The financing described in this letter is structured to meet the following objectives: 

 

• Provide the financing necessary for PNCA to move forward immediately with the rehabilitation 

of the 511 Building (Project); 

• Encourage PNCA to play an active role in the revitalization of Old Town / Chinatown; 

• Offer financing to PNCA at a reasonable cost to maximize investment in the Project;   

• Match the maturity and repayment of debt with the projected sources of repayment; 

• Identify additional sources of funds for PNCA to retire obligations to PDC ahead of repayment 

schedule, including unused project contingencies and other savings, if any, and excess operating 

cash flow; and 

• Provide a financial incentive for PNCA to retire or refinance all PDC debt within ten years. 

 

Financing of this scale represents a significant investment by PDC in a single institution.  While PDC is 

prepared to underwrite, analyze, and weigh all of the known risks in such a transaction, the most 

challenging variable in this transaction is the willingness of PNCA leadership and donors to honor the 

long-term legal commitments inherent in a transaction of this nature.  As such, in addition to the terms 

and conditions described below, PDC would seek written assurances from PNCA that it will not seek 

modifications or waivers to any requirements other than those necessitated by a material decline in the 

financial health of the institution.   

 

Draft Terms and Conditions 

 

Borrowing Entity: Pacific Northwest College of Art 

Larry Hudspeth, VP Finance and Operations 

1241 NW Johnson Street 

Portland, OR  97209 

(503) 821-8910 
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Site: 511 NW Broadway 

 Portland, OR  97204 

 

Project Description: Building renovation for college classrooms, art studios and various rooms 

supporting PNCA’s programs and mission.  Total project cost is estimated at 

approximately $31,803,000.  

 

Loan Amount: Up to a total of $20,320,000 more fully described as follows: 

   

 Amount Term Points Rate Payments 

Short Term: $12,710,000 5 yrs 2 5% During construction interest only paid 

monthly.  Upon completion debt shall be 

fully amortized over 60 months, adjusted 

as necessary for principal reductions in 

excess of amortized payments (i.e. upon 

receipt of historic tax and new market tax 

credit proceeds).* 

 

*PNCA shall use its best efforts to procure New Market Tax Credit (NMTC) allocation.  It 

is the agreement of the parties that $3,800,000 of this loan is to be used solely as a 

result of PNCA’s inability to obtain a NMTC allocation.  Loan shall be utilized toward the 

end of the project and only if needed to cover project costs after project contingency 

funds are utilized.  

 

 Amount Term Points Rate Payments  

Long Term: $7,610,000 Initial Term – 10 yrs 

 

    2 Yrs:    1-5:   5% 

          6-7:   6% 

        8-10:   7% 

$40,852/mth, $490,225/yr 

$45,025/mth, $540,298/yr 

$49,136/mth, $589,632/yr 

  Extension 1 – 10 yrs     1       11-15:   9% 

      16-20: 11% 

$57,022/mth, $684,262/yr 

$63,899/mth, $766,791/yr 

  Extension 2 – 10 yrs     1       21-25: 13% 

      26-30: 15%   

$69,262/mth, $831,144/yr 

$72,418/mth, $869,019/yr 

 

Capitalized Interest: Interest on long term debt shall be capitalized during construction. 

 

Prepayment: Prepayment of any of the loans will be allowed without penalty.  

 

Collateral: The loans shall be evidenced by Promissory Notes and Trust Deeds secured 

against the Property.  

 

Payments: Payments on outstanding short-term financing shall be interest only payable 

monthly.  Campaign funds received in excess of $3,600,000 shall be 

immediately paid to PDC until PNCA has collected $7,250,000 of campaign 

pledges.  All historic tax credit and new market tax credit proceeds, if any, shall 

be used immediately to reduce and/or retire short term debt.  
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Campaign Due 

Diligence and 

Security: 

PNCA shall provide information on fund raising efforts, committed pledges and 

if requested coordinate face-to-face meeting with key donors, PNCA and PDC 

leadership.  PDC shall have a security interest on campaign funds up to 

$3,650,000 if NMTCs allocation is secured and $7,450,000 if NMTCs allocation is 

not secured.  PNCA shall be restricted on using campaign funds for any use 

other than debt service and retirement without prior PDC approval. 

 

Restriction on use of 

Project Contingency: 

Project contingencies shall be restricted and utilized only for (1) unforeseen 

costs related to initial project budget and scope and only after review and 

approval by PDC staff for items over an agreed upon amount and , (2) project 

“add-backs” such as the premium to achieve Leadership in Energy & 

Environmental Design (LEED) Platinum.  At project completion unutilized 

project contingencies shall be used to retire PDC short-term debt.  

 

Restriction on use of 

Campaign Fund 

Raising Costs: 

 

PDC shall meet with PNCA and review fund raising costs.  Unused campaign 

costs, if any shall be used to retire PDC debt.  

 

Restriction on 

Campaign Funds: 

50 percent of funds raised in excess of $15,000,000 shall be used to retire PDC 

debt unless the project cost increases due to unforeseen circumstances in 

which case all funds raised in excess of $15,000,000 will be used to cover such 

unforeseen project costs 

 

Operating 

Covenants: 

PNCA and PDC shall agree on operating covenants tied to current operations.  

In limited to-be-negotiated instances, excess operating profit may be required 

to retire PDC debt.  PNCA will not be allowed to prepay any additional principal 

on private debt or credit lines, except for existing credit lines used for managing 

operating cash flow, without the written consent of PDC.  PNCA will not be 

allowed to incur new significant financial obligations or commitments without 

prior written PDC consent.  

 

Reporting 

Requirements: 

PNCA will provide PDC with its annual audited financial statements and periodic 

internal operating statements within a reasonable time after the respective 

reporting periods.  Tax returns will be made available upon completion and 

filing.  Frequency of providing internal operating statements and any other 

requested information will be determined and specified in the PDC loan 

documents. 

PDC Costs:  All costs associated with the GSA transfer of the 511 Building to PDC and lease 

to PNCA, including but not limited to internal legal, external legal, closing, 

construction inspection, and project management shall be included in PNCA’s 

project costs and reimbursed to PDC within 30 days of invoicing.  PNCA may be 

charged a service fee for any loan modification.  
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Conditions 

Precedent to 

Closing: 

At the time of closing PNCA shall have no less than $9,600,000 of equity 

expensed and/or available.  PNCA available equity will be used prior to any 

disbursement of PDC Loan funds.  

 

Final approved development budget.  

 

Guaranteed Maximum Price contract executed with General Contractor. 

 

All building permits and other jurisdictional approvals. 

 

Historic Tax Credit Structure will have closed and initial funding received.  

 

Confirmation that campaign giving is on schedule with no material changes in 

pledges or other financial commitments.  

 

Lease agreement executed with PDC.  

 

PDC shall have closed agreement with GSA and taken title to 511 Building. 

 

Assignment of all contracts and other appropriate agreements. 

 

Any other documents deemed necessary. 

 

Equity Goals: Pursuant to PDC’s adopted Equity Policy & Procedures, PNCA will comply with 

PDC’s requirements for participation of minority-owned, women-owned, and  

emerging small businesses and shall make good faith efforts to utilize 

apprentices and women, minorities, and disadvantaged individuals in the 

construction workforce for the renovation, as provided by the Business Equity 

Program requirements.  

 

Green Building: PNCA will comply with PDC’s Green Building Policy requiring LEED Silver or 

higher. 

 

Prevailing Wage: The Project shall be considered a “public work” subject to Oregon’s Prevailing 

Wage Law (Oregon Revised Statutes 279C.800 to 279C.870 and the 

administrative rules adopted thereunder).  

 

Other Conditions: PNCA shall provide additional information, execute and deliver additional 

agreements and documents, and comply with additional terms and conditions, 

in connection with the loans, as PDC may reasonably require.  

 

Disbursement 

Requirements: 

 

To be determined.   
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Assignment and 

Transfer: 

 

These loans are not transferable or assumable. 

Indemnity: To be determined. 

 

Governance: The terms and conditions of this financing will be governed by the laws and 

statues of the State of Oregon. 

 

We look forward to discussing these draft terms and conditions with you and your project team.  Should 

you have any questions, please call Bruce Wood, Senior Program Coordinator, at (503) 823-5375.  

 

Sincerely, 

 

 

 

 

Patrick Quinton 

Executive Director  

 

C: Jina Bjelland, PDC Asset Management Division Manager 

Bruce Wood, PDC Senior Program Coordinator 

Eric Iverson, PDC General Counsel  

Roger Krage, Gerding/Edlen General Counsel 
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