
 
DATE: April 13, 2011 
 
TO: Board of Commissioners 
 
FROM: Patrick Quinton, Executive Director 
 
SUBJECT: Report Number 11-26 

Adopt Revised Commercial Property Redevelopment Loan Program 
Guidelines 

 

EXECUTIVE SUMMARY 

BOARD ACTION REQUESTED 

Adopt Resolution No. 6863 

ACTION SUMMARY 

This action will authorize approval of changes to the Commercial Property Redevelopment 
Loan (CPRL) Program to align it with the City of Portland Economic Development Strategy 
(Strategy) and Strategic Plan 2010, by making the selection of loan interest rates and fees 
more consistent with the Business Incentive Fund, and by reducing risk on predevelopment 
loans.  This action will also eliminate the Retail Retention and Improvement Loan Product, 
as financial assistance to retail businesses are sufficiently addressed through the Business 
Incentive Fund or the Commercial Property Redevelopment Loan Program. The primary 
revisions to the proposed guidelines include changes to program objectives and to loan 
terms: 

• Expand program objectives to add job creation, green and sustainable practices, and 
social equity goals; 

• Apply CPRL Program guidelines to Disposition and Development Agreement loans;  
• Increase borrower contribution for predevelopment loans from 10 percent of project 

costs to a goal of 50 percent cash and a minimum of 25 percent cash; 
• Increase loan maximum for predevelopment loans from $100,000 or $200,000 (if City 

owned) to $200,000 for all projects;  
• Base the interest rate for construction and permanent loans on a formula (instead of a 

typical rate of 3 percent):  
o Loan rate starts at the current prime interest rate plus 3 percent, and 
o Loan rate can be reduced to prime upon achievement of public goals; and 

• Collect a 1 percent loan fee on construction and permanent loans. 

Since its establishment in 2007, the CPRL Program has made 26 loans totaling more than 
$23.6 million and has leveraged nearly $208 million in non-PDC funds for projects. 
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PUBLIC BENEFIT 

The Portland Development Commission (PDC) makes loans to assist private partners with 
redevelopment, new development, and tenant improvements that encourage property 
revitalization and wealth creation within urban renewal areas (URAs).  The CPRL Program 
encourages commercial, industrial, or mixed use development consistent with PDC and 
URA goals.  Generally, the CPRL Program provides loans with flexible terms to fill financial 
gaps and make a project financially feasible, and loan terms are intended to complement a 
senior lender. 
 
This action will support the following PDC goals: 

 Strong Economic Growth and Competitiveness 
 Sustainability and Social Equity 
 Healthy Neighborhoods 
 A Vibrant Central City 
 Effective Stewardship over our Resources and Operations, and Employee 

Investment 

PUBLIC PARTICIPATION AND FEEDBACK 

No specific public participation activities were undertaken in revising these guidelines. 

COMPLIANCE WITH ADOPTED PLANS AND POLICIES 

The revisions to the CPRL Program guidelines respond to the Financial Investment Policy 
adopted by the PDC Board of Commissioners (Board) on October 27, 2010, that states: 

When investing public resources to achieve its strategic plan, PDC will apply sound financial 
guidelines, and accountable and transparent processes.  PDC will measure its performance 
by jobs retained and created, community and stakeholder satisfaction, dollars leveraged, 
assessed value increases, and customer satisfaction. 

PDC’s Strategic Plan 2010 focuses around five goals, and the CPRL Program supports two 
of them directly: 

• The Healthy Neighborhoods goal focuses investment in URAs and throughout the City 
to transform our communities in unique ways.  The CPRL Program provides financing 
for projects that support improvement of commercial districts and implementation of 
transit-oriented development. 
 

• The Vibrant Central City goal focuses PDC’s resources on the Central City by 
attracting public and private investment to real estate development projects and 
delivering key projects that showcase the Central City’s livability and unique urban 
experience.  The CPRL Program provides gap financing for development projects and 
seeks to fund projects that maximize Central City goals. 

By expanding the program objectives to include job creation, green and sustainable 
practices, and social equity, the CPRL Program will also support the Strong Economic 
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Growth and Competitiveness and Sustainability and Social Equity goals from the Strategic 
Plan 2010.   

The City of Portland Economic Development Strategy calls for growing employment in the 
city by 10,000 jobs in five years, guided by principles of prosperity for residents, Portland’s 
competitive position of a vibrant Central City, thriving neighborhoods, a sustainable way of 
life, and collaboration among businesses, the public sector, organized labor, academia and 
the not-for-profit community.  Expansion of the CPRL Program objectives to include job 
creation, green and sustainable practices and social equity will also enhance the 
implementation of the Strategy. 

To be eligible for the CPRL Program, a redevelopment project must align with URA goals. 

FINANCIAL IMPACT 

The guideline revisions will not have an adverse financial impact on PDC.  Interest rates on 
CPRL loans will generally be higher, especially if the Prime Rate increases, returning more 
interest income to PDC. 

RISK ASSESSMENT 

PDC staff will continue to analyze and carefully underwrite loans as they have since Board 
approval of the CPRL Program in 2007, applying prudent underwriting techniques, critical 
analysis, and generating sound reports backed by full documentation.   

The changes to CPRL Program loan terms may not serve the intended objectives of the 
Program, and to mitigate this PDC staff will monitor loan activity.  Staff may propose 
exceptions to the guidelines for individual loans or may propose changes to the guidelines 
to ensure that the allowable loan terms will make desired projects financially feasible.  

WORK LOAD IMPACT 

No additional staff resources are needed to implement these guideline changes. 

ALTERNATIVE ACTIONS 

The Board can elect not to replace the guidelines at this time, and staff would continue to 
administer the CPRL Program under the existing guidelines.  The revisions to the guidelines 
represent an opportunity to better align the CPRL Program to the Financial Investment 
Policy, the Strategy, and the Strategic Plan 2010, as well as to the recently created 
Business Incentive Fund.  

CONCURRENCE  

These proposed changes were reviewed and discussed with management and staff in the 
Central City and Neighborhood teams within the Urban Development Department.   
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PDC’s Finance Rethink reviewed and approved the proposed changes to the CPRL 
Program.  Finance Rethink is an internal cross-functional team created to align all financial 
products with the Strategic Plan 2010 and the Strategy.   

On February 1, 2011, the Financial Investment Committee reviewed and approved the 
proposed changes to the CPRL Program. 

BACKGROUND 

The Board adopted Resolution No. 6442 on February 28, 2007, establishing guidelines for the 
CPRL Program, and since then 26 loans in seven URAs have been approved.  The PDC loans 
provided more than $23.6 million in project funding and have leveraged nearly $208 million of 
non-PDC funds for the projects as summarized in the table below.   

 

Urban Renewal Area 

Number 
of CPRL 

loans 

Aggregate 
PDC Loan 

Amount 
Aggregate 
Leverage 

Central Eastside 1  200,000  0  
Downtown Waterfront 5  8,791,000  43,390,431  
Interstate Corridor 7  2,090,745  7,999,976  
Lents Town Center 2  259,925  175,029  
Oregon Convention Center 4  1,650,000  9,213,317  
River District 6  9,964,430  137,329,892  
South Park Blocks 1 708,000 9,592,845 

Grand Total 26  23,664,100  207,701,490  
 

While the original intent of the CPRL Program remains intact, strategic changes are needed to 
create an even more effective program.  Therefore, staff has proposed additional loan program 
objectives, to make loan interest rates and loan fees more consistent with the Business 
Incentive Fund loan program guidelines, and to reduce PDC’s risk on predevelopment loans. 

The original CPRL Program objectives included assisting with redevelopment of blighted 
properties, preservation of historic buildings, and implementation of transit-oriented 
development (TOD).  A review of the 20 construction / permanent loans approved since the 
program was authorized reveals that all redevelopment projects assisted blighted properties and 
implemented TOD.  A significant number would have also met other current and proposed loan 
program objectives.  The most common other objective met was historic preservation; several 
projects also created or retained jobs, or exceeded PDC’s Green Building Policy requirements.   

 

ATTACHMENT: 
A. URA Financial Summaries 
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URA FINANCIAL SUMMARIES 
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