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This document represents the official meeting record of the June 4, 2014, Portland
Development Commission (PDC) Board of Commissioners (Board) Meeting held at 222 NW
Fifth Ave., Portland, OR 97209. The full video recording of this meeting can be found at:
http://www.youtube.com/watch?v=28HRfDI8f5Q&list=UUsXKnmpwO4bSn0JNszjhSRw and
http://www.youtube.com/watch?v=UKqOB62s0L8&list=UUsXKnmpwO4bSn0JNszjhSRw.

1. Call to Order and Roll Call

Chair Scott Andrews called the meeting to order at approximately 3:03 p.m. Ms. Gina
Wiedrick, PDC Board recording secretary, called the PDC Board roll:

Chair Scott Andrews PRESENT
Commissioner Aneshka Dickson ABSENT

Commissioner Tom Kelly PRESENT
Commissioner John Mohlis PRESENT
Commissioner Charles Wilhoite PRESENT

2. Commissioner Reports

Chair Andrews

e Attended various meetings and briefings with PDC staff and City of Portland (City)
commissioners.

e On May 14, participated in the Portland City Council (City Council) budget hearing to
present the PDC Fiscal Year (FY) 2014-15 proposed budget.

e On May 28, attended the City Council budget meeting in which the PDC FY 2014-15
budget was approved.

e On May 7, participated in the City Council meeting in which PDC staff presented the
proposed amendments to six Urban Renewal Areas (URAs).

e On April 29, attended the annual Portland Business Alliance breakfast.

e On May 15, attended the Portland Mercado groundbreaking event.

e On May 18 - 21, participated in the Greater Portland Inc best practices trip to
Pittsburgh, PA.

Commissioner Wilhoite

e On May 21 — 23, participated in the Portland Business Alliance annual Oregon Business
Plan trip to Washington, DC.

e On April 29, attended the annual Portland Business Alliance breakfast.

Commissioner Kelly

e On May 27, attended the PDC- and Portland Housing Bureau- (PHB) convened
community conversation regarding the future of the PDC-owned property at the corner
of NE Martin Luther King, Jr. Boulevard and Alberta Street and allocation of the
$20,000,0000 in additional affordable housing.

Commissioner Mohlis

e On May 19, attended the Oregon International Business Awards and Consular Corps
Scholarship Gala.


http://www.youtube.com/watch?v=UKqOB62soL8&list=UUsXKnmpwO4bSn0JNszjhSRw
http://www.youtube.com/watch?v=Z8HRfDl8f5Q&list=UUsXKnmpwO4bSn0JNszjhSRw
http://www.youtube.com/watch?v=UKqOB62soL8&list=UUsXKnmpwO4bSn0JNszjhSRw
http://www.youtube.com/watch?v=Z8HRfDl8f5Q&list=UUsXKnmpwO4bSn0JNszjhSRw
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3. Executive Director Patrick Quinton Report

e On May 7, PDC staff presented the proposed amendments to six URAs to the City Council; the
amendments will take place later this calendar year.

e On May 14, participated in the City Council budget hearing to present the PDC FY 2014-15 proposed
budget.

e On May 28, attended the City Council budget meeting in which the PDC FY 2014-15 budget was
approved.

e On May 28, presented the Lents Five-Year Action Plan at City Council.

e On May 27, spoke at the PDC- and PHB-convened community conversation regarding the future of
the PDC-owned property at the corner of NE Martin Luther King, Jr. Boulevard and Alberta Street
and allocation of the $20,000,000 in additional affordable housing over the next five years. Will
provide more information to the PDC Board in the coming months.

e On May 13, PDC was recognized with an Oregon Brownfields Award at the biannual Oregon
Brownfields Conference.

e On May 15, attended the Portland Mercado groundbreaking event. They announced that the
Portland Mercado will have a de-paving event in July; for more information go to:
http://portlandmercado.com/.

e On May 19, at the Oregon International Business Awards and Consular Corps Scholarship Gala,
business award winners were: Nutcase Helmets, ZGF Architects, Shimadzu USA Manufacturing, Inc.,
Bob’s Red Mill Natural Products, Met One Instruments, Inc., and Pink Martini.

e On May 15, PDC announced the proposed sale of the Grove Hotel property at fair market value of
$630,000, and without public subsidy, to Naito Development, Eagle Point Hotel Partners, and
Filament Hospitality.

e On May 15, the Daily Journal of Commerce recognized Beam Development with an award for its
work on the Eastside Exchange building.

e The Request for Offers for the purchase and redevelopment of the SW Third and Taylor Property;
offers is due by June 30. For more information visit:
http://vmw.pdc.us/login/download nologin.asp?i=1144.

e On May 21, Oregon Iron Works and Vigor Industrial announced their merger into a larger more
diversified industrial company that will be able to compete on the international market.

e On May 20, the 2014 Startup PDX Challenge was launched and will be accepting applications
through June 23, 2014; this year’s focus is on women and minority entrepreneurs and the six
winners will be housed in a building in Old Town. For more information go to:
http://www.pdc.us/for-businesses/business-programs/startuppdxchallenge.aspx.

e On May5-12, travelled to Colombia with PDC staff Michael Gurton and two Portland firms; spoke
at a United Nations conference in Bogota focused on green development, plus attended
public/private meetings in Bogota and Medellin.

e On May 19 — 21, participated in the Greater Portland Inc best practices trip to Pittsburgh, PA.

e On May 21 - 23, participated in the Portland Business Alliance annual Oregon Business Plan trip to
Washington, DC.

e OnlJune 6 — 15, travelling to China with PDC staff Michael Gurton; will speak on behalf of the City at
the China International Low Carbon Forum in Shenzhen, will finalize Portland’s first Trade City
Partnership in Asia with the City of Changsha, and attend various meetings with potential investors
to Portland.

e OnlJune 4, will be attending the American Diabetes Association’s Father of the Year Awards where
Commissioner Wilhoite will be receiving one of the awards.



http://www.pdc.us/for-businesses/business-programs/startuppdxchallenge.aspx
http://vmw.pdc.us/login/download_nologin.asp?i=1144
http://portlandmercado.com/
http://www.pdc.us/for-businesses/business-programs/startuppdxchallenge.aspx
http://vmw.pdc.us/login/download_nologin.asp?i=1144
http://portlandmercado.com/
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e OnlJune 13, Commissioner Kelly will be attending the Homebuilders Blitz.

e OnJune 14, Commissioner Kelly will be attending the ribbon cutting of the Bless Field.

e The 2014-15 Community Livability Grants program will be announced in July; check the
http://www.pdc.us/for-residents/community-livability-grant.aspx website for updates and
application.

e Onluly 16, will be attending the Dawson Park grand opening.

e OnlJuly 18, will be attending the groundbreaking event for the Daimler Trucks North America
headquarters.

e Introduced three new employees and highlighted two promotions:

o Francis Thurman, Budget Analyst Ill in the Finance and Business Operations Department.

o Craig Seeger, IT Manager in the Finance and Business Operations Department.

o Marivic Tupaz, Accountant Il in the Finance and Business Operations Department.

o Kay Little, promoted to Senior Business Finance Officer (previously Business Finance Office) in
the Real Estate & Lending Department.

o Brian Lord, Senior Project/Program Specialist (previously Senior Administrative Coordinator) in
the Urban Development Department.

e OnlJune 25, the PDC Board will be electing new officers.

Commissioner Kelly announced that in honor of Chris Poole-Jones, the community is raising funds to pay
off the June Key Delta loan and PDC will match the funds raised.

4, Meeting Minutes

Chair Andrews stated that the voting on the March 19, 2014, PDC-Planning & Sustainability Commission
Joint Work Session minutes is being postponed to the next PDC Board meeting.

Chair Andrews called for a motion to approve the April 16, 2014, PDC Board meeting minutes.
Commissioner Kelly moved and Commissioner Mohlis seconded the motion.

AYES: Andrews, Kelly, Mohlis

NAYS: None

ABSTAIN: Wilhoite

5. Public Comment for Items Not on Agenda

No public testimony was presented.
CONSENT AGENDA

6. Action Item: Resolution 7051 — Authorizing the Executive Director to Acquire Real Property
Located at 9101 SE Foster Road in the Lents Town Center Urban Renewal Area from the City of
Portland for a Purchase Price of $1.00 for the Purpose of Redevelopment in Accordance with
the Lents Town Center Urban Renewal Plan; Resolution 7052 — Authorizing the Execution of a
Deed for Right-of-Way Purposes for the Real Property Located at NW 9th Avenue and Naito
Parkway and within the River District Urban Renewal Area to the City of Portland


http://www.pdc.us/for-residents/community-livability-grant.aspx
http://www.pdc.us/for-residents/community-livability-grant.aspx
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With this action, the PDC Board will authorize i) the acquisition of one real property from the City’s
Bureau of Transportation (PBOT) or other City bureau or bureaus designated by the City to PDC, and ii)
the granting of a Deed for Right-of-Way Purposes from PDC to PBOT. The property that PDC will be
acquiring is located within the Lents Town Center URA and referred to as the Rothinger Parcel. The
property that PDC will be granting a Deed for Right-of-Way Purposes is located within the River District
URA and referred to as the NW 9th & Naito Parkway Parcel.

With this action, PDC’s acquisition of the Rothinger Parcel will increase the assemblage of properties for
the redevelopment site known as Lents Town Center North and PDC’s granting of a Deed for Right-of-
Way Purposes for the NW 9th & Naito Parkway Parcel will remove any responsibility for PDC to operate
and maintain this portion of NW 9th Avenue.

Chair Andrews called for a motion to approve Resolutions 7051 and 7052; Commissioner Wilhoite
moved and Commissioner Kelly seconded the motion.

AYES: Andrews, Kelly, Mohlis, Wilhoite

NAYS: None

REGULAR AGENDA

7. Action Item: Resolution 7053 — Authorizing Modifications in the Loans Used to Finance the

Acquisition and Redevelopment of the Armory Building, Located at 128 NW 11th Avenue in
the River District Urban Renewal Area

PDC staff presenting this item:
Lisa Abuaf, Central City Manager
Jill Chen, Lending & Investment Manager

With this action, the PDC Board will authorize modifications in the loans used to finance the Armory
Building (the building), located at 128 NW 11th Avenue in the River District URA. If approved, this
modification will:

1. Assign Loan A (with an outstanding balance of approximately $3,200,000) to the Armory Theater
Fund (ATF), the proposed new owner of the property;

2. Extend the Loan A maturity for 10 years until June 21, 2024;

Provide PDC a security interest in the building; and

4. Convert the Loan B balance to a public investment by extinguishing its outstanding $2,000,000
balance, as originally proposed and approved by the PDC Board in 2003.

w

Chair Andrews called forward guests to testify.

Chris Coleman, Artistic Director, Portland Center Stage (PCS), primary tenant of the building. Mr.
Coleman stated that the renovations and work on the building would not have happened if PDC had not
stepped in. He went on to explain how the building, while located in the Pearl, does not exclusively
serve the Pearl, and gave statistics on the scope of patronage.

Creon Thorne, also with PCS, was present to answer questions from the PDC Board.


http://www.pcs.org/
http://www.pcs.org/
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Chair Andrews asked the following questions:

What is the relationship between the ATF and PCS? Mr. Coleman responded that new market
tax credits (NMTC) cannot flow to non-profit organizations, so the ATF was formed. The ATF
board is comprised of two PCS members and three community members.

Does PCS lease the building from ATF? Mr. Coleman responded yes.

Does PCS manage all of the events? Mr. Thorne responded yes.

Commissioner Wilhoite made the following comments and questions:

Is PCS in financial distress, to the extent that it is unable to pay its debt? Mr. Coleman
responded that PCS had a $38,600,000 campaign and the economic downtown happened in the
middle of it, and stated that it is never easy raising big dollars in this city. While PCS has made
great progress, if it had the money it would not be coming to the PDC Board to ask for a loan
restructuring.

Is PCS cash flow positive? Mr. Coleman responded that in the 13 years that he has been with
PCS, it has had three years of operating deficits.

What about in the last three years? Mr. Coleman responded that for the last three years PCS
has had operating surpluses at the end of the fiscal year.

He has not seen any financial statements from PCS, and typically, when people ask for debt
restructure, they need financial assistance, and that is why he asked if PCS is in financial distress.
Mr. Coleman responded that he would be happy to sit with Commissioner Wilhoite and help
him see the picture.

But PCS made positive earnings in the past three years. Mr. Coleman responded that it had
modest positive surpluses the past three years.

So the only debt is PDC? Mr. Coleman responded that in addition to the PDC loan, PCS still owes
$1,900,000 to U.S. Bank, and an operating deficit of $660,000. The surpluses have gone to
reduce the operating deficits.

In 2003, when the debt was approved, it was agreed that it would be paid off in 2007. Mr.
Coleman responded that he does not remember the exact year, but yes, that is what was agreed
to.

And in 2011 the PDC Board extended it at zero percent interest. As a certified public accountant
he is wrestling with the notion of debt restructure. Is this so that PCS can stay alive or to make
the members’ lives easier? Mr. Coleman responded that it is because the ability to generate
those funds today and repay them is not possible and requires more time. Chair Andrews added
that the reason why this action is in front of the PDC Board today is because there is a very
complicated process to putting together tax credit deals and these loans were lined up for that
tax deal to happen. Eric Iverson, PDC General Counsel, added that this was the first NMTC deal
PDC put together, and when the PDC Board first heard this action in July 2003 it did not know
exactly what the requirements were for the NMTC. He went on to give a brief history of the PDC
Board actions of July and November 2013 as summarized in Report Number 14-20.

Typically, debt is forgiven when there is public value. This has been established the benefits
over time are clear. But the question is, is PCS in jeopardy if this approval does not happen?
What happens to PCS if the PDC Board does not forgive debt and does not restructure the debt?
Mr. Coleman responded that PCS does not have the ability to repay the loan right now. Chair
Andrews added that it is not PCS’ debt.

But the building will go to PCS without the debt plus the remaining debt of $1,900,000. Chair
Andrews responded that no, the building will still belong to the ATF and thus will remain a
separate asset, a community asset, with a separate board, and PCS will continue to pay rent for
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the building’s use. Mr. Iverson added that this is not technically correct, but it does not change
the argument that Chair Andrews is trying to make about the economics.

e What is technically not correct? Chair Andrews asked who will own the building. Mr. Coleman
responded that the ATF will own the building. Mr. Iverson added that the ATF does not own it
now but will as part of the NMTC restructuring. Mr. Coleman added that as part of the unwind
and collapse of the structure that made the NMTC happen the ownership of the building reverts
to the ATF as part of the transaction that is happening on June 21, 2014.

e And the ATF is separate from PCS? Mr. Coleman responded yes.

e But at the end of the day, the debt from PDC is being requested to be converted into a grant,
basically the $2,000,000, and the $2,600,000 with the $500,000 accrued interest will be
restructured to a zero interest loan over 10 years. Mr. Coleman responded yes. Chair Andrews
added that it will have a security interest.

e Who is the PDC Board forgiving the debt to? Is it PCS? Because they are not present at the
table talking to the PDC Board. Ms. Chen responded that the debt is to a Portland New Market
Investment Fund (PNMIF).

e But the PNMIF is not present. Ms. Chen responded no. The PNMIF is a special purpose
company that will be collapsed as part of the unwind and the ATF will essentially own the PNMIF
and the building. She clarified that the ATF is the arm that is the recipient of the capital
campaign contributions for the acquisition of the building. Executive Director Quinton added
that PDC will not have the ability to take action against the building; the loan would reside with
an entity, PDC would have the ability to go after the entity to collect the loan but not an asset to
collect the dollars from. Mr. Coleman corrected this by stating that PDC would have a security
interest on the building, which is what is being proposed today as part of the restructure.
Executive Director Quinton stated that what he is saying is that if PDC does not restructure there
are two loans that are in default and that is owed to PDC. Neil Kimmelfield, attorney with Lane
Powell, added that he is present because of what he knows about NMTC transactions but not
necessarily all of the financing documents for this transaction. If the loan is not restructured
there are two possibilities: (1) all of the parties to these complicated transactions will move
forward with unwinding the transaction as they would if it were restructured, or (2) take a
separate look at the whole transaction, if there is not a restructure, it is possible that everyone
could remain as it is right now in which case PNMIF, which will be succeeded by the ATF, will
owe PDC a substantial amount and unless the overall transaction is restructured that will stay
there. Mr. Kimmelfield added that the forgiveness of the $2,000,000 loan facilitates an ultimate
restructuring of ownership in with PCS and ATF will be in a position where they have the
financial capacity to pay the remaining debt. If there is no restructuring, PCS and ATF will be in
the position they are in now.

e When you say “pay the remaining debt,” whose debt is that? Mr. Kimmelfield responded that it
would be the $2,600,000 of PDC debt. Mr. Iverson added that right now it is $3,200,000 with
interest.

e The remaining debt, if the PDC Board approves this, will be a 10-year note with no interest and
no plan for repayment currently. When Mr. Kimmelfield said the remaining debt, Commissioner
Wilhoite is assuming that it is the debt that is being refinanced through Standard. That is the
only debt that will get paid over the next 10 years. Ms. Chen responded yes, that is what is
being proposed. Mr. Iverson added that with the maturity date being 10 years out, the means
for repayment will be part of the discussions that will be held by all parties going forward over
the succeeding months and years.
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e [On page four of Report Number 14-20, under Risk Assessment] The write-up reads: “There is
currently no plan for how the extended Loan A will be repaid at or before maturity.” He is being
asked to forgive $2,000,000 of debt and extending $3,500,000 over 10 years at no interest with
no plan for repayment. If one looks backward in time, PDC initially had a $2,000,000 debt, a
$2,600,000 debt, the $2,000,000 was converted to no interest, the $2,600,000 was converted to
no interest in 2011, and now PDC is rolling it again with no plans for repayment at zero interest.
If Commissioner Wilhoite were in the public, he would look at this and say that the PDC Board
might as well vote on this today to forgive the entirety of the loan. |s that a reasonable
conclusion by someone in the public? Does it make sense? Ms. Chen responded that this is the
request being made.

e Stated that he has shared with PDC staff his suggestions on how to rework this or at least
something to consider. Mr. Iverson noted that part of this transaction includes adding a trust
deed to secure the $3,200,000 debt that will remain with PDC. This is appropriate, since PDC’s
loans helped build the asset that is now worth $26,000,000, and if there is ever a sale or a
restructure, the public will always have an interest in this asset.

e But if the PDC Board votes yes on this today, it is basically forgiving $4,600,000 in principal and
$500,000 in interest with a zero percent interest for 10 years, which is what it has been for the
past 10 years and without any payments made. Chair Andrews stated that it is his expectation
that within the 10 years, or at the end of it, the debt will be paid. Commissioner Wilhoite stated
that it could happen. Executive Director Quinton added that PDC does have other loans
similarly structured and also without an intent of forgiveness as well.

Chair Andrews stated that he had requested PDC staff provide the minutes of the 2003 meetings to see
what kind of discussion went on, but unfortunately, the minutes then do not include the discussion of
the PDC Board. He also noted that he, and maybe the rest of the PDC Board, has not heard what
recommendations he made to the PDC staff.

Commissioner Wilhoite stated that perhaps these suggestions should be looked at now because he is
asking if this deal does not happen now will PCS no longer exist, and he has not heard that PCS will go
away. What he is seeing is a connection between the approval of this deal and PCS’ ability to continue
to provide the great social benefits it has done in the past, and he is surprised by this contingency. Mr.
Coleman asked if every restructure that PDC has looked at in Commissioner Wilhoite’s tenure, has been
only when an organization was going away. Commissioner Wilhoite responded that they were typically
based on financial distress or public benefit so they are not always going away.

Commissioner Wilhoite asked if a $4,600,000 interest free loan over 10 years is a benefit, yes or no, and
when he asks whether a company is in financial distress he expects a yes or no. Mr. Coleman expressed
frustration at the turn of the conversation and pointed out that PCS is merely asking that the PDC Board
make good on the original intent of loans and the promises made by formers mayors and the City. He
responded to the question saying that it depends on how one defines distress, adding that one could
look at the financials of the major art organizations in Portland and they could say that they are in
distress; it is how one looks at it in terms of long-term survival. PCS is not at a place where it could go
away. Mr. Coleman went on to say that the larger question is whether there is a public good, and is the
public good that has come out of this investment large enough to justify a policy that says this is not
something anyone should be ashamed of, something that should be apologized for; other major cities
would have funded half of the project. To apologize for forgiving a small piece of the investment that
PDC has made possible, is a smart move. He went on to say that he does not know how to answer
Commissioner Wilhoite’s question as to whether they will or will not go away if the loan is forgiven, but


























