PDC

PORTLAND DEVELOPMENT COMMISSION

DATE: March 25, 2009

TO: Board of Commissioners

FROM: Bruce A. Warner, Executive Director
SUBJECT: Report Number 09-38

Amend DDA with HAP and seek authority to increase an existing site
remediation contract with Westech Environmental

EXECUTIVE SUMMARY

BOARD ACTION REQUESTED

Adopt Resolution No. 6690 and 6691

ACTION SUMMARY

Unforeseen environmental contamination was discovered during the PDC initiated remedial
action and cleanup of Block U, the future site of the Resource Access Center (RAC) to be
developed by the Housing Authority of Portland (HAP). This action provides contract
authority to the Executive Director to enter into change orders to an existing contract with
Westech Environmental resulting in a contract in an amount not to exceed $650,000.

This action also amends the Disposition and Development Agreement (DDA) with HAP for
the development of the Resource Access Center on the western lots of Block U. The
amendment increases the cap in the DDA on PDC expenditures for environmental
remediation from $500,000 to $750,000. This will allow for the Westech contract up to
$650,000 and the payment of additional soft costs related to the remediation including
engineering, monitoring, and fees up to $100,000.

This action also amends the schedule of performance, Exhibit C of the DDA, to allow
sufficient time to complete an expanded scope of environmental remediation and obtain the
appropriate DEQ approvals. By this action, the scheduled dates for environmental actions
are each extended by 60-90 days to result in a site cleanup by March 31, 2009 and a DEQ
No Further Action letter by August 12, 2009.

PUBLIC BENEFIT

The increased contract authority will ensure that the soil remediation on Block U can be
completed and a letter of determination issued by DEQ allowing development of the site.
Utilizing the existing contractor, who is mobilized and working on the site, will conserve
public resources and most expeditiously complete the remediation program on a schedule
that allows development of the RAC as contemplated in the DDA.
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The amended DDA will allow PDC to proceed with the environmental remediation and meet
the obligations between PDC and HAP.

This action will support the following PDC goals:

Sustainability and Social Equity

Healthy Neighborhoods

A Vibrant Central City

Strong Economic Growth and Competitive Region

Effective Stewardship over our Resources and Operations, and Employee
Investment

X XXX

PUBLIC PARTICIPATION AND FEEDBACK

There were many forums for public participation and feedback over the past two years
regarding the development of the RAC. There has been no formal public participation for the
actions of this resolution.

COMPLIANCE WITH ADOPTED PLANS AND POLICIES
PDC's Construction Wage Policy
PDC's Business and Workforce Equity Policy

The Intergovernmental Agreement between the City of Portland, HAP and PDC dated
3/11/09 stated the intention of the parties to take the steps necessary for the development
and operation of a facility for homeless services and housing for the homeless on a portion
of Block U.

A 10-Year Plan to End Homelessness in Portland and Multhomah County was adopted by
the City Council as Resolution No. 36367 on December 21, 2005. The proposed RAC
development after site remediation implements that plan.

FINANCIAL IMPACT

This action will authorize the Executive Director to issue necessary change orders and
increase the contract with Westech Environmental from $210,875 to an amount not to
exceed $650,000.

RISK ASSESSMENT

Failure to complete the on-going site remediation will result in considerable extra costs for
either standby, temporary capping and or other actions necessary to protect human health
and the environment.

Completing the necessary site cleanup meets the obligation to HAP as originally
contemplated under the DDA for PDC to deliver a site ready for development of the
Resource Access Center.
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WORK LOAD IMPACT

Work for PDC procurement and PDC project management staff are within existing
resources.

ALTERNATIVE ACTIONS

The Board could elect not to increase the expenditure authority or amend the DDA. This
would result in a stop work order and leave the site partially cleaned up and PDC unable to
obtain a DEQ No Further Action letter. Additional interim remedial actions would likely be
required by DEQ. Using a different contractor at a later date to finish the work that was
begun by Westech would significantly decrease cleanup efficiencies by increasing costs and
delaying the schedule.

The Board could decide not to take any action and effectively stop the development of the
RAC on Block U until further due diligence and work by HAP on the financing determined if
sufficient funding was available from other sources to cover the costs in excess of $500,000.
The DDA would need to be amended to, among other things, remove the obligation for PDC
to obtain a letter of NFA from the DEQ or other certification and conditions allowing the site
to be used for residential development, and HAP does not agree to this change.

CONCURRENCE

This action has been negotiated and agreed between HAP and PDC. DEQ has been
actively engaged with oversight of the cleanup and is in concurrence with the approach to
proceed ahead and remove the unforeseen environmental contamination.

BACKGROUND

Initial environmental due diligence was undertaken by PDC after Block U was purchased in
1990. These efforts were put on hold when the site was paved for parking and later leased
to Trimet for construction storage and staging to facilitate transportation improvements in
downtown Portland. After PDC Resolution 6564 on February 27, 2008 designated Block U
as the site of the Resource Access Center, PDC restarted environmental investigations on
the site. Phase Il environmental studies indicated that significant soil remediation would be
needed to prepare the site for residential development with an estimated cost including
contingencies of $500,000.

PDC prepared the necessary design and engineering and solicited competitive bids in late
summer 2008. The Executive Director authorized a contract with Westech Environmental
on November 20, 2008 in an amount of $210,875. Cleanup work was essentially put on
hold during the downtown holiday moratorium period from Nov 20, 2008 to Jan 2, 2009.

In late January 2009 unforeseen, deep contamination was discovered at the site which
included an unknown Underground Storage Tank as well as significant amount of petroleum
contaminated soil (pcs) in excess of 5,000 tons that must be properly removed and
disposed to Hillsboro landfill. The Westech contract provides an establish unit price of
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$52.25 per ton for handling and disposal of pcs. In addition a corresponding amount of
clean imported fill is required to fill the void.

In order to complete removal of the remaining pcs, Staff believes additional change orders
to the Westech Environmental contract will exceed the Executive Director’s authority of
$500,000. The estimated site remedial action by Westech is now estimated at a cost not to
exceed $650,000. In addition, soft costs to include additional environmental field oversight,
sampling and special inspection work are necessary in an amount not to exceed $100,000.

The DDA between HAP and PDC for the development of the RAC and associated housing
was approved by the Commission in Resolution 6638 on January 29, 2009. The DDA
provides up to $29.5 million to HAP for project expenses and authorizes the expenditure of
an additional $500,000 by PDC to pay for site remediation. Specifically Section 3.1.1 of the
DDA says “PDC shall pay the costs of environmental remediation at a cost not to exceed
Five Hundred Thousand Dollars”. The cap was included in the DDA to protect PDC from a
contractual obligation for specific performance for which funding might not be available. The
imperative for a cap was particularly important in the case of Block U because the site
became part of the expanded River District through Urban Renewal Area amendments in
July 2008. That geographic expansion of the district is now part of a Portland Urban
Renewal legal and political challenge that has to be resolved to PDC'’s satisfaction before
transferring Block U to HAP and funding the RAC.

The DDA also establishes that, as a condition of closing, the DEQ issue a “No Further
Action” letter or a progress letter acceptable to both PDC and HAP. A schedule of
performance is included in the DDA with a due date of June 12, 2009 for the DEQ letter.
The schedule of performance, Exhibit C of the DDA, must be amended to allow sufficient
time to complete the expanded scope of remediation and obtain the appropriate DEQ
approvals. By this action, the scheduled dates for environmental actions are extended by
60-90 days to result in a scheduled site cleanup by March 31, 2009 and a DEQ No Further
Action letter by August 12, 2009.

ATTACHMENTS:

A. URA Financial Summary
B. Project Summary
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URA FINANCIAL SUMMARY

RIVER DISTRICT URA - Five-Year Budget Planning by Project for F's 2010-2014

Scenario 1 - No
Amendments
Resources

sonsps | AMENDED
Actuals F0E-09

Julp-Dec | BUDSET | 2oppgp 20911 291112 249293 2314

3110 Tax Increment - 5-T Debt 1E.'-‘E-E.3'_“.‘ 15,515,453 [£] [£] [£]
3120 Tax Incement - L-T Dbt o] 45221708 [] [£] [£]
3130 Loan Fees [1] a [1] [5] [£]
3140 Loan Late Charges [£] 1] [£ [£] o

3310 Loans - Principal Caoilechion 250,000 1,250,000 250,000 3250,000| 250,000

3320 Loans - Intzrest Eamed 335,000 335,000 335,000 335,000 335,000
332 Loan inierest - Capaiiiz=d =] a =] =] =]
J340 Reimbersement 1,452 500 125,000 125,000 25,000 ]
3510 Rent and Property Income 200,000 200,000 200,000 200,000 200,000
3710 Ink=rest - Clty Imvest Pood iy e 50,000 1,000,000 200,000 50,000 50000
Eier) EE mning Fund ﬂ'ct 15,078 20 16,879 254 I-.I:!E:':I: 52 609 563 E.'_"SSISE-E £ B35 SE3| &
Tdal Fund) 17,586,071 I7.8TE, 12| E5710,683| £3,760, 68| 8,286,658 8.610.08F
Requirements
Progeci Expenciimes [Thess oo nof inciades Percoma Sendces o fnoleect Sod)
Devedopment 200810 20111 214z 223 201314 B ¥r Tolal
- — S— —*——*
1I22E RD Refall Loan Program SO0, 0O 4 55 5,000 o <] ] ] O
TIE3E MelerfSrank Fedewsiopment g ] 2 000 o 0 ] o O
11363 D Publc Slie impri 2 0 250 250,000 200,000 1] o 1] 0
11254 RD Bums'Couch Trans 4] 1,100,000 o 4] 5] o O
13104 RO Cenbennial M1 585 000 200,000{ 5,335,000 800,000 1] 0
13112 RD Morth Pean Pianning 200,000 o 4] 5] o O
13113 RD One Walerfront 200,000 350,000 7,350,000 &00,000 o O
13115 AD Shabon Flasce Redey 1] o 1] o 1] 0
13119 RD Meighborhoosd Fark 350,000 2450000 2,450,000 ] ] 0
13135 RD Redeyeiopment Loan Fund 200,000 1,500,000 4,500,000 1,500,000| 1,500,000
13135 RD D23 Program 100,000 75,000 75,000 75,000 75,000
13137 RD Easiside Stresicar Connect 7 2,100,000] 10,400,000| 4,500,000 ] ]
13135 RD Post CGffice L 1,200,000 1] [1] [x] ]
13142 RD Project Managsment g Z 25,000 ] 4] ] ]
13143 RD Envinonmenial a [¥] £70,000 1] [1] ] 1]
50005 RD Transit Mal Redey g ge3 50 B5T £50 ] 4] ] ]
50017 RD Elgnage & Lighbng g 2737 <] o <] ] ]
500G Unlon Station kigt & Crit Impr d 1,718 725000 o 1] ] ]
50021 RD 10th & Yarmhill 4, 0000 T470 100,000 ] 1] 1] o
50024 RD Mulncmah County g [+] 1] ] 1] ] ]
60025 RiD Sab=iEe Disiricts a [#] 1] a 1] 1] 1]
DHMDEH‘E T-D-hll 2,570,000 912,718 B,EH,IE 16,176,000 tEIE‘I[l 1] ] !IB?EIM 1,575, Sl
B0 e 1o Dmhmm
130355 RD Slorefrond Granks 360, 00 &IS 200,000 200,000 200,000 ] 1]
70003 RD Business Finance Tools K ] 1,100,000 1,100,000( 14,900,000 ] 0] 1,100,000
TOTE3 RD Targed Indusiry Development g @ <] 1,000,000 2,000,000 ] 0] 1,500,000
Ecoromic Development Tolal| | 1,450.000] 350,045 1,300,000]  =300,000] 3,300,000 O %] 200,000
Hnuslnﬂ —
32125 Peard Famly Housing Sd1 30 S00,000] 92,000,000 7,000,000 [x] ] 1] 0
JTEE RD HEP Affordabie Renial Hsg a2 4] 500,000 4,000,000 ] ] O D
JTI3S Yands af Uinlon EZafion 270 50,000 1] [1] [] ] 1] 0
JTIIT Aocess CemenAdT Heg TRA5D &50,000 ] 4] 5] o EI D
JT33E Blamchel House Redey o0 i1, 181 455,000 o 2] =] =] EI 0
379339 Fairfiedd Preservation a 2] [1] ] [1] [5] [£] U 0
ITS0 MEw Averises For Youth 1, 200, 000 a2 4] 1,200,000 4] ] ] O 200,000
|RD_Me OTACT Homaowsership DeveiopmisT g 4] 4] o 0 5] o O D
50014 Affordabls Homeoanership 4, 150 1] a i ] u] 0 X
BO0ZT Grove rereEnks 3 d 05 155 00030 a 0 5] 5] O D
Howsling Total 428 REZ 2,686 002] 13,700,000( 11,000,008 ] ] 1]
Ceniral Esrvosc -
S9155 RD Dexibt Management | 5 d 34002 50,000 0,000 50,000 50,000 50,000
Coniral Ssnvises Totai] 5 34953 &0,000 50,000 0.008)  6ODGE|  BOGES
Exsautive -
50002 RD Wesiside/Ceniral ity 233,000 TO7. 118 233,000 75,000 1] ] ]
Exsoutive Todal — 107, 118 233 003 176,000 [ ] | ] ]
Tiotal Prajeat Ex dHurss) 1 2034 033 12 627 40| 31,400,000 #BIE-EII i) EIIJ‘EEII:#:! 1, B2 5. Sl
Total &All Parconal $wos & Indireot Cosls 3,076 T13 EIBEE 2R 4 710,000] 5,534 000 E:ISIIII- 325,000
Total Fund Expamditu 5,170,748 18,348, 719] 12 110,000] 45,484,000 3,820,000 1,BE0O00
Cortingency C 4] 20,028 202) S2609,563| 8,265 563) 5,635,553 45605653
IErch;l Sund !Ecz i, 0 1] a 1] ] x]

Total Asguirements] S5655571] 5110748 33,378, 121| &5,718,683) £3,750H,66] 9,286,683 4,610,682
“Please note that the 2005-05 Actusks dets only shows revenue and expenditures which have been entened into Lewson as of December 31, 7008
These numbsars DO MOT show OF represent any ENCUMBDraNces, Sin0e: eRCUMbMARCES May o My not spend in the cumnent fiscal year.
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PROJECT SUMMARY

Resource Access Center (RAC)

Development of western lots of Block U by HAP

Block U is bounded by NW Hoyt, NW Broadway, NW 6™ and NW 5th
Expanded River District (under legal challenge)

Environmental remediation is underway/ site is subject to DDA with HAP

Issuance of DEQ letter in August 2009

Closing on conveyance and funding in October 2009

Construction of resource center for the homeless, 90 bed men’s shelter
and 130 units of housing for homeless with occupancy in late 2011
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