PROSPER
PORTLAND

Building an Equitable Economy

DATE: November 13, 2024

TO: Board of Commissioners

FROM: Shea Flaherty Betin, Interim Executive Director
SUBJECT: Report Number 24-53

Authorizing the Acquisition of Real Property Located at NE 102" Avenue and Pacific
Street in the Gateway Regional Center Tax Increment Finance District

BOARD ACTION REQUESTED AND BRIEF DESCRIPTION

Adopt Resolution No. 7586

This action by the Prosper Portland Board of Commissioners (Board) would authorize the Executive
Director to approve a Term Sheet that allows for executing a purchase and sale agreement (PSA) with
Modomi Gateway LLC (Modomi) and thereafter acquire approximately 5.2 acres of real property located
at NE 102nd Avenue and Pacific Street (Property) in the Gateway Regional Center Tax Increment Finance
District (see an Aerial Site Map in Attachment A). The Term Sheet includes a purchase price to Prosper
Portland of $10,600,000 as well as an option for Cody Development Corp. (Cody) to buy the Property
within three years, subject to predevelopment and development obligations.

Development and activation of this decades long vacant property has been a long-standing priority for
Gateway community partners, most recently those who participated on the Gateway Action Plan
Update process and expressed support for upwards of $21,000,000 to create housing at this site. With
community support, these project acquisition costs were included in the final 2024 Gateway Action Plan
and the approved FY2024-2025 budget.

The Term Sheet is structured to redevelop a key site within Gateway and to satisfy a $3,000,000
infrastructure funding commitment to David Douglas School District (DDSD). The action will enable
Prosper Portland to better pursue development of the Property, ensure delivery of infrastructure
improvements, take action in response to community requests, and satisfy commitments to DDSD.
Cody intends to develop approximately 216 units of middle-income housing on the Property.

If approved, Prosper Portland will gain an equity stake in the Property, rather than debt. Staff initially
contemplated a loan to Modomi to support redevelopment. With greater equity in the partnership,
Prosper Portland will be able to prioritize equitable development outcomes.

STRATEGIC ALIGNMENT AND OUTCOMES

This action has primary alignment with Advance Portland Action 3.8: Address Housing Production Across
a Continuum of Affordability. Because this proposal is a key piece of various investments and actions in
the Gateway TIF District, related development of the site will also align with Advance Portland Actions,
3.7: Neighborhood Connectivity and 4.1: Construction and Workforce Equity.

The related alignment comes from the application of Prosper Portland’s Green Building Policy and
Construction Business and Workforce Equity Policy for the development of the site; continued
implementation of an Intergovernmental Agreement (IGA) with PBOT for the development of NE 100t
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Avenue as previously approved by the Prosper Portland Board; sidewalk improvements on Pacific
Avenue; and privately developed housing helping to deliver on the City of Portland’s Housing Production
Strategy.

This action also aligns with the Gateway Action Plan, which calls for:

e Activating a Livable Gateway, Action 2.4: Advance at least two larger scale infrastructure
connectivity and safety projects.

e Housing Production & Opportunity, Action 3.1: Support delivery of a signature project of 250
units or more.

BACKGROUND AND CONTEXT

In August 2016, the Gateway Action Plan was approved by City Council and identified the Gateway
Transit Center area, including the Property, as one of three strategic geographic areas for TIF district
investment. In 2016, the previous Property owners and a multiparty partnership that also included Mt
Hood Community College, Warner Pacific College, and the YMCA of Columbia-Willamette approached
Prosper Portland seeking investment in a development vision for the property that included workforce
development, multigenerational housing, and small business development. In 2018, staff undertook a
public engagement process to identify community priorities for Prosper Portland investment on the site.
When the project as envisioned was deemed infeasible, in 2023, the Property owners sold the site to
Modomi for $11,070,000.

On June 7, 2022, the Prosper Portland Board approved the First Amendment to the Gateway Regional
Center Urban Renewal Plan, which allowed the district to reach maximum indebtedness and increased
the amount of resources available to Prosper Portland and Portland Housing Bureau to deliver on the

commitments made in the TIF Plan and subsequent Action Plans.

In December 2023, Prosper Portland staff crafted a strategy to guide acquisition of property in the
Gateway TIF District in support of requests from community partners to make more direct investments
to catalyze growth in Gateway. These requests emerged from conversations held while updating the
Gateway Action Plan that was later approved by the Prosper Portland Board and City Council.

The acquisition strategy identified persistent redevelopment challenges for Gateway including:

e High land value expectations relative to market conditions;
e Low basis of land and carrying costs for long term property owners;
e lack of inviting places (e.g., vacant lots near the transit center); and

e Zoning constraints (e.g., higher density expectations than elsewhere in the East Portland
market).

On January 24, 2024, the Prosper Portland Board approved Resolution No. 7519, authorizing the terms
of a development agreement (DA) for the Property with Modomi, including commitments from Prosper
Portland to invest in adjacent street and sidewalk infrastructure. These infrastructure investments
would support both the private development and satisfy Prosper Portland’s commitment to DDSD to
“fund $3,000,000 tied to land development and infrastructure costs at properties at NE 99" and Pacific
or otherwise within the boundaries of the Plan.” In a related action, the Prosper Portland Board
approved Resolution No. 7520, authorizing execution of an intergovernmental agreement (IGA) with the
Portland Bureau of Transportation (PBOT) whereby PBOT would construct NE 100" Avenue using System
Development Charges dedicated to Gateway and Prosper Portland would contribute $2,849,101 to
construct adjacent infrastructure along Pacific and Oregon Streets.
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In early 2024, Modomi’s redevelopment plans for the Property, due to reasons not associated with the
Property, were put on hold to allow for a financial restructuring of the venture. Prosper Portland staff
continued to work with Modomi to identify potential paths forward to develop a project under a
different structure, ultimately landing on an approach for Prosper Portland to purchase the Property, at
a discount, for $10,600,000 and offer an option for Cody to buy the Property within three years. Staff
consider the purchase price reasonable, given that it falls within the range of two appraisals and one
Broker Opinion of Value for the Property conducted between 2018 and 2024 (see Attachments B, C, and
D) and is below the price the Modomi paid.

The Term Sheet seeks to balance the interests of implementing the updated Action Plan, honoring
Prosper Portland’s commitments to DDSD and advancing development of a key site in Gateway. Prosper
Portland will in its own discretion move forward the infrastructure improvements on Pacific Street just
as PBOT, under the terms of the IGA, will continue to move forward with 100" Avenue improvements.

As noted, the Term Sheet establishes an option for Cody to purchase the Property. Cody also commits
to predevelopment work to advance a project toward development in three years, as a condition of
exercising the option. The Term Sheet allows the parties to also negotiate a ground lease to better
manage project cash flow and initial costs of development.

EQUITY IMPACT

Prosper Portland’s Construction Business and Workforce Equity Policy and Green Building Policy will
apply to any disposition and development agreement and partnership related to the Property. There
will also be a Construction Equity Fund Contribution associated with the development. Inclusionary
housing requirements could be triggered if the project is redesigned to incorporate buildings of 20 units
or more.

COMMUNITY PARTICIPATION AND FEEDBACK

Prosper Portland staff has participated in many conversations with the developer and community
partners. Additionally, staff continued to communicate with members of the advisory committee who
advised on creation of the updated Gateway Action Plan, which identified this as a potential project.
Staff has also stayed connected with adjacent property owners who continue to track the timing of this
project as a cue for moving forward their own redevelopment efforts.

BUDGET AND FINANCIAL INFORMATION

There are sufficient resources in the fiscal year (FY) 2024-25 Gateway Regional Center TIF District budget
and forecast (see Attachment E) to fund the purchase. Post-acquisition carrying costs are estimated to
be $200,000 in the first year and $90,000 annually thereafter. Therefore, future Gateway TIF District
budgets will include funds for property management expenses.

RISK ASSESSMENT

While there is a risk is that development of the Property does not occur within three years, Prosper
Portland would continue to own a large site with flexible zoning in a transit-accessible district.

ATTACHMENTS

A. Aerial Site Map

Property Appraisal (2018)

Property Appraisal (2020)

Property Broker’s Opinion of Value (2024)
Gateway TIF District Budget and Forecast

monOw
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AERIAL SITE MAP
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COMMUNITY BANK APPRAISAL ORDER
Date: December 1, 2020
Property Location Address:
To: Kurt Plaster Northeast Corner NE Pacific St & NE 102nd Ave
BBG Portland, OR 97220
1220 SW Morrison St., #800
Portland OR 97205 Property Description:
Phone: (503) 478-1014 Fax: - Vacant Land - 5.18 acres
8 parcels
TPN: R319485, R319484, R319513, R319483,
R319481, R319514, R319643, R319690
Appraisal Type: Standard Report
Approaches: Sales Comparison
Appraisal Values: As Is Fee Simple Market Value
Borrower: White/Gabriel LLC
Owner: White/Gabriel LLC
Comments:

Please add Lori Jackson to the distribution when emailing this information. Email address:

lorijackson@riverviewbank.com

PLEASE PROVIDE A PDF COPY THE APPRAISAL AND THE INVOICE TO THE ADDRESSES BELOW

Dear: Kurt

Riverview Community Bank is requesting an appraisal on the above property location.

Harry (Chip) Gabriel Jr. (503) 652-0750
You may contact Amaya Urzaa, Loan Officer at phone number (503) 517-3507
The Appraisal feeis  $ 2,600.00
Requested Completion Date 12/22/2020

The appraisal must be prepared in accordance with the standards and reporting requirements of this Bank and
the Federal Home Loan Bank Board (12 CFR parts 563 and 571). A copy of the appraisal will be given to the
customer of Riverview Community Bank upon request. When necessary or appropriate for Bank business
purposes, the Bank is allowed to disclose the Appraisal Report to a person or organization officially connected
with the Bank as Officer, Director, Employee, Attorney, Auditor, or Independent Auditor.

Sincerely,

A%’lﬁﬂ“—) Attached Enclosures:

Gregory Brown ____Consumer Information Report

Vice President ____Copy of Earnest Money Agreement & Addendum
Riverview Community Bank ____Map showing property location

Credit Administration ____ Other:

900 Washington St. Suite 900

Vancouver, WA 98660

Phone: (360) 759-2403 Fax: (360) 693-6275
GregoryBrown@riverviewbank.com

| HAVE RECEIVED THE ORIGINAL OF THIS LETTER AND AGREE TO PERFORM THE APPRAISAL IN
ACCORDANCE WITH THE STIPULATIONS MENTIONED ABOVE AND CONSENT TO THE RELEASE OF
THE APPRAISAL TO RIVERVIEW’S CUSTOMER UPON THEIR REQUEST.

SIGNATURE:

Name / Title:

1
Date: | |
Expected Date of Appraisal Completion: | |

Please Fax/E-mail confirmation of this Appraisal Order

tC
95
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dvlangendoerfer
Kurt Plaster

dvlangendoerfer
Text Box
Kurt Plaster, Managing Director
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Aerial

Broker Opinion of Value
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Photos

Broker Opinion of Value
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Market Overview
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Portland, Oregon, 97220

Market
Overview

Household & population characteristics

AN AN
N Y

$58,117 $472,526

Median household Median home value
income

ZON
[ 7o)
44.1%

Owner occupied
housing units

ﬁ) St &

@ T
50.1%

Female population

40.0

Median age

34.9%

% Married (age 15
or older)

Annual lifestyle spending
> ] S
/\

$20

Travel Tickets to Movies Theatre/Operas/
@ ﬂ Concerts

o~

$56 $8

Admission to
Sports Events

Online Gaming
Services

Households & population

5
21,231

Current total population
PN
!
8,571

Current total households

5
21,354

PN
L]
8,569

5 year total households

Education

=
29%

High school
graduate

\[e}
high school
diploma

=
26%

Some college

=
35%

Bachelor's/graduate/prof
degree

Annual household spending

i

$1,861

Apparel &
Services

$5,730

Groceries

Hardware

= ®

$220

Computers &
—o-

$3,044

Eating Out
Oe

$5,609

Health Care

Attachment D
Page 7 of 31

@ White population

‘ Black population
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GATEWAY TIF DISTRICT BUDGET AND FORECAST

Financial Summary

Forecast
Revised Rev 1 Forecast Forecast Forecast Forecast
Gateway Reg Center TIF Fund FY 2023-24 FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29
Resources
Beginning Fund Balance 20,476,684 21,880,766 13,991416 14,201,990 13,066,493 11,285,564
Revenue
Interest on Investments 409,534 372,569 279,311 261,515 226,798 214,126
Loan Collections 31,845 0 0 0 0 0
TIF - Short Term Debt 4,128,507 3,633,546 3,875,660 4,122,915 4,369,473 4,600,626
TIF - Long Term Debt 0 22,000,000 8,314,469 0 0 0
Rent and Property Income 83,922 105,074 149,498 193,897 238,303 238,303
Reimbursements 9,163 17.172 34,344 51,516 68,688 68,688
Total Revenue 4,662,971 26,128,361 12,653,282 4,629,843 4,903,262 5,121,743
Total Resources 25,139,655 48,009,127 26,644,698 18,831,833 17,969,755 16,407,307
Requirements
Administration
A00031-Debt Management-GTW 36,439 36,440 36,440 0 0 0
Administration Total 36,439 36,440 36,440 0 0 0
Economic Development
Business Advancement & Traded Sector
AQ00382-Lean Manufacturing-GTW 30,000 30,004 0 0 0 0
Business Lending
A00210-BL -General-GTW 500,000 497,663 0 0 0 0
Economic Development Total 530,000 527,667 0 0 0 0
Housing
A00172-Affordable Housing-GTW 4,722,482 2,589,198 5,051,831 1,284,091 1,287,942 1,000,000
Housing Total 4,722,482 2,589,198 5,051,831 1,284,091 1,287,942 1,000,000
Infrastructure
Parks
A00252-Gateway Park Project-GTW 1,440 0 0 0 0 0
Transportation
A00590-Trans. Improvements-GTW 0 1,750,000 1,750,000 0 2,000,000 0
Infrastructure Total 1,440 1,750,000 1,750,000 0 2,000,000 0
Property Redevelopment
Commercial Property Lending
A00367-CPRL-General-GTW 0 10,000,000 0 0 0 0
A00526-Halsey 106 CPRL-GTW 0 25,000 50,000 75,000 75,000 50,000
A00784-Infill Housing Loan-GTW 0 1,250,000 1,500,000 1,500,000 0 0
Real Estate Management
A00555-Gateway Parking Lot-GTW 275,000 250,000 0 0 0 0
A00588-Halsey 106 Com Condo-GTW 86,907 66,249 66,249 66,249 66,249 66,249
Real Estate Acquisition
A00588-Halsey 106 Com Condo-GTW 85,007 85,007 0 0 0 0
A00542-102nd & Pacific-GTW 0 11,000,000 0 0 0 0
Real Estate Predevelopment
A00555-Gateway Parking Lot-GTW 0 0 0 0 0 7,000,000
A00588-Halsey 106 Com Condo-GTW 830,297 3,265,451 0 0 0 0
Redevelopment Strategy
AQ00346-Project Development-GTW 0 350,000 0 0 0 0
A00347-Public Outreach-GTW 5,000 5,000 0 0 0 0
A00785-DDSD Property Activiation-GTW 0 0 1,500,000 0 a 0
Redevelopment Grants
A00132-Community Livability Grant-GTW 450,000 585,771 300,000 300,000 300,000 300,000
A00503-Prosperity Investment Program (PIP) Grant-GTW 153,150 299,471 255,000 330,000 330,000 330,000
A00778-Affordable Commercial Tenanting-GTW 0 300,000 600,000 600,000 900,000 900,000
A00789-De Rose SAG-GTW 0 400,000 0 0 a 0
Property Redevelopment Total 1,885,361 27,881,949 4,271,249 2,871,249 1,671,249 8,646,249
Total Program Expenditures 7,175,722 32,785,254 11,109,520 4,155,340 4,959,191 9,646,249
Personnel Services 364,251 527,199 579,647 700.000 750,000 800,000
Total Fund Expenditures 7,539,973 33312453 11,689,167 4,855,340 5,709,191 10,446,249
Interfund Transfers - Indirect Charges 733,937 705,258 753,541 910,000 975,000 1,040,000
Interfund Transfers - Cash Transfers 1,000,000 0 0 0 0 0
Contingency 15,865,745 13,991,416 14,201,990 13,066,493 11,285,564 4,921,058

Total Fund Requirements 25,139,655 48,009,127 26,644,698 18,831,833 17,969,755 16,407,307
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