
 
 

DATE: November 13, 2024 

TO: Board of Commissioners 

FROM: Shea Flaherty Betin, Interim Executive Director 

SUBJECT: Report Number 24-55 

Approving the Terms of a Commercial Property Loan to Oregon Casket Redevelopment, 
LLC, in an Amount Not to Exceed $7,000,000 for Acquisition, Rehabilitation, and 
Conversion of a Commercial Building into Residential Apartments at 403 NW 5th Avenue  

BOARD ACTION REQUESTED AND BRIEF DESCRIPTION 

Adopt Resolution No. 7588 

This action by the Prosper Portland Board of Commissioners (Board) will authorize the Executive 
Director to provide a Commercial Property Loan with exceptions (Loan) to Oregon Casket 
Redevelopment, LLC (Borrower) in an amount of up to $7,000,000, at an interest rate of three percent, 
for development and management of 32 studios, two live/work apartments, and one commercial space 
(Project), located at 403 NW 5th Avenue (Property).  A Site Map can be found in Attachment A. 

STRATEGIC ALIGNMENT AND OUTCOMES 

This action will deliver on several Advance Portland objectives, most notably by: 

• Increasing mixed-income housing in subdistricts with a lack of residential use and an 
imbalanced mix of uses (Objective 3.1), including office-to-residential conversion incentives; 
and 

• Addressing housing production across a continuum of affordability (Objective 3.8). 

The Property is located in Old Town/Chinatown, Portland’s oldest neighborhood, and this action delivers 
on the Old Town/Chinatown Action Plan (Action Plan), approved in 2014 and extended in 2019. This 
Action Plan continues to outline district investment priorities to create a safe, vibrant, and economically 
healthy neighborhood, while maintaining and enhancing the unique character of the district.  The 
Project will help deliver on those objectives. 

The Prosper Portland Board adopted new Commercial Property Loan Program Guidelines on March 13, 
2024.  Under these guidelines, the proposed Loan would be considered for property acquisition and 
construction financing with the following exceptions: (a) the loan amount is $2,000,000 more than the 
maximum loan amount of $5,000,000 set forth in the guidelines; (b) the interest rate of three percent 
interest rate is lower than guidelines (ten-year treasury + margin); and (c) the 15-year maturity exceeds 
the five-year construction maximum. 

BACKGROUND AND CONTEXT 

The Property, known as the Oregon Casket Building, is currently vacant and on the City of Portland 
(City’s) list of unsafe buildings pursuant to Chapter 29.40 of the City Code.  The building is currently 



Board Report – Loan to Oregon Casket Redevelopment, LLC  
November 13, 2024 Page 2 of 3 

being considered by the Oregon State Historic Preservation Office to determine eligibility as a historic 
resource.  Once the State completes its review, the Borrower will apply to list it with the National Parks 
Service. 

The Oregon Casket Company was formed by John Pettis Finley in Portland in 1897.  In the 1890s, caskets 
were made of high-quality Oregon mill lumber, making the company one of the largest dealers of 
undertakers’ supplies in the western United States.  A prominent building in its day, the Casket Building 
was only the second local building to rise to five stories.  The other was the New Grand Central Hotel at 
the southeast corner of NW 3rd Avenue and Flanders Street, an 1892 quarter-block building with 
ground-floor retail that was demolished in 1978.  As noted, the Property is in the process of being added 
to the National Register of Historic Places. 

In 2013, the current Property owner, Oregon Casket, LLC (Michael E. Menashe, LLC, or the Seller) 
purchased the building for $125,000.  That same year, Prosper Portland invested $12,000 in the form of 
a Development Opportunity Services (DOS) grant, and in 2014 provided a $73,050 predevelopment loan 
to the current owner.  The DOS grant explored the feasibility for adaptive reuse to attract creative-type 
commercial tenants and concluded that a project of that type would not generate a sufficient return on 
equity to justify the level of investment required to rehabilitate the subject property.  The Borrower 
believes that converting the use to housing and taking advantage of Historic Rehabilitation Tax Credits 
(HRTC), will allow them to purchase the property, rehabilitate it, and profitably lease the housing rental 
units. 

Because of the building’s deteriorated condition, the acquisition cost has been negotiated at $100,000, 
with HRTC benefitting the Seller, which will allow the building owner to claim 20 percent of qualified 
rehabilitation expenditures over five years.  This is approximately equivalent to $1,640,000. (The exact 
HRTC amount will depend on the costs that will qualify as “qualified rehabilitation expenditures.”) 

As noted, the Borrower plans to purchase the building and convert it into 34 residential units and one 
commercial space.  In compliance with the City’s Inclusionary Housing Program requirements, seven of 
the 34 units will rent at or below 80 percent area median income (AMI).  The other 27 units will be 
leased at market rates, which are anticipated to fall between 80 and 120 percent AMI. 

While the Project is in very early stages of design, total estimated development costs are anticipated to 
be $9,516,847 (approximately $380 per square foot), with $8,209,726 budgeted for construction costs, 
including structural reinforcement, BOLI compliance, and a five percent contingency.  Staff will work 
with the Borrower to determine if the contingency should be increased given where the Project is in 
design. 

Sources and Uses for the Project are outlined as follows: 
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EQUITY IMPACT 

The Project is subject to Prosper Portland’s Green Building and Construction Business and Workforce 
Equity policies and will advance economic equity through investment in workforce housing in the 
district. 

COMMUNITY PARTICIPATION AND FEEDBACK 

Staff meet regularly with representatives from the Old Town Community Association (OTCA), a joint 
neighborhood and business association focused on enhancing the wellbeing and improving 
opportunities for residents and businesses in the district.  The OTCA was instrumental in the 
development of the Action Plan which identifies market rate housing as a top priority.  The OTCA Board 
has expressed support for the Oregon Casket Building conversion and an investment of Action Plan 
resources. 

BUDGET AND FINANCIAL INFORMATION 

There are sufficient resources in the fiscal year (FY) 2024-25 River District TIF Fund Budget (see 
Attachment B).   

RISK ASSESSMENT 

While there is a risk that the Borrower will be unable to repay the loan, staff has analyzed the project 
pro forma, financial projections, and will require corporate guaranties as well as a trust deed on the 
Property in first position.  Staff reviewed the Property appraisal and there is a risk that the collateral 
value may be lower than the Loan amount.  The proposed value upon stabilization is $8,850,000 and is 
composed of three values: the appraiser’s indicated value of $6,200,000, plus the $2,240,000 value of 
Prosper Portland’s beneficial financing terms, plus the $410,000 value of tax abatement. 

ATTACHMENTS 

A. Site Map 
B. River District TIF Fund Budget 
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SITE MAP 

 

 
403 NW 5th Avenue  
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RIVER DISTRICT TIF FUND BUDGET 

 

 


