DATE:

October 14, 2009

TO:

Board of Commissioners

FROM:

Bruce A. Warner, Executive Director

SUBJECT:

Report Number 09-121
Request the City of Portland City Council to Issue Bonds Payable from
the River District Urban Renewal Area
EXECUTIVE SUMMARY

BOARD ACTION REQUESTED
Adopt Resolution No. 6744
ACTION SUMMARY
The proposed Resolution requests the City of Portland City Council to issue bonds payable
from the River District Urban Renewal Area tax increment revenues to finance the Resource
Access Center and authorizes pledging revenues from that area to those bonds and
provides for related matters.
PUBLIC BENEFIT
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
PUBLIC PARTICIPATION AND FEEDBACK
The Resource Access Center is included in the Amended and Restated River District Urban
Renewal Plan adopted by City Council on June 24, 2009 and the Amended and Restated
River District Urban Renewal Plan Second Amendment approved the Commission on
September 23, 2009. These amendments to the River District URA Plan have gone through
an extensive public process.
COMPLIANCE WITH ADOPTED PLANS AND POLICIES
The Resource Access Center is included in the Amended and Restated River District Urban
Renewal Plan adopted by City Council on June 24, 2009 and the Amended and Restated
River District Urban Renewal Plan Second Amendment approved the Commission on
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September 23, 2009. Additionally, this action supports the City’s Affordable Housing Tax
Increment Financing (TIF) Set Aside Policy.
FINANCIAL IMPACT
Debt service costs are expected to be paid from River District URA tax increment revenues.
Current urban renewal tax revenue projections show that urban renewal tax revenues will be
generated by the area in amounts sufficient to service the debt service requirements on the
Bonds. It is anticipated that funding for RAC in Fiscal Year 2009-10 will not exceed $16
million. The appropriations for this amount was included in the Fiscal Year 2009-10 Budget
Amendment No. 1 approved by the Commission on September 23, 2009 and included as
Attachment A.
RISK ASSESSMENT
The total amount of the debt service on the bonds will not be known until the final take out
issuance in 2011 or 2012 and is subject to some interest rate risk. However, current tax
increment revenue forecasts indicate sufficient revenues to service the debt requirements
on the bonds using conservative estimates.
WORK LOAD IMPACT
The RAC funding will be provided on the basis of construction draws which will require a
minor increase in administrative services related to reviewing the requests for payment and
processing the draws against bond proceeds.
ALTERNATIVE ACTIONS
The Commission could choose not to approve the bonds and alternate financing would have
to be identified for the Resource Access Center. Or, the Commission could postpone its
recommendation to issue bonds for the RAC; however a delay in PDC funding would likely
cause the RAC construction to be delayed until next year and could jeopardize project
completion.
CONCURRENCE
The decision to issue the bonds is supported by Portland Housing Bureau, the Office of
Management and Finance and the River District Urban Renewal Area managers. The
Resource Access Center is included in the Amended and Restated River District Urban
Renewal Plan adopted by City Council on June 24, 2009 and the Amended and Restated
River District Urban Renewal Plan Second Amendment approved the Commission on
September 23, 2009 which has gone through an extensive public process.
BACKGROUND
The Portland Development Commission (the “Commission”) has entered into a Disposition and
Development Agreement and expects to enter into grant agreements to provide $29.5 million of
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funding for the proposed Resource Access Center (the “RAC”) from proceeds of bonds and
interim financing secured by tax increment revenues of the River District Urban Renewal Area.
The RAC includes 130 studio apartments providing permanent supportive housing for very low
income residents. A modern shelter will provide beds for 90 men. Project construction will be
managed by the Housing Authority of Portland (“HAP”).
HAP will obtain interim financing for a portion of the costs of the RAC; that interim financing will
facilitate obtaining low income housing tax credits for the RAC. A portion of that interim
financing will be refinanced in 2011 or 2012 when the RAC is completed. To secure HAP’s
interim financing so that the low income housing tax credits will be available for the RAC, the
City, on behalf of PDC, will issue a subordinate lien tax increment bond to HAP. It is expected
that tax increment bonds or an interim financing will be issued by the City on behalf of PDC to
refund or replace that subordinate bond when RAC is completed.
Section 15-106 of the Portland City Charter authorizes the City Council, upon request of the
Commission, to issue tax increment bonds, and authorizes the Commission, with the
concurrence of the City Council, to pledge the tax increment revenues to pay those bonds.
The proposed Resolution requests the City Council to issue tax increment bonds to provide
interim and long term financing for the RAC. Additionally, the Resolution authorizes the City’s
Debt Manager to determine the form and terms of the tax increment bonds, including, but not
limited to, lines of credit that may be secured by the City’s full faith and credit, senior lien urban
renewal and redevelopment bonds that are secured solely by the River District URA tax
increment revenues and the other funds that are specifically committed by the Bond Declaration
for the outstanding River District Urban Renewal Area, subordinate lien bonds that are secured
by a subordinate lien on the River District tax increment revenues and any reserves and other
amounts that the Debt manager designates, including a subordinate lien “takeout” bond that
obligates the Commission to provide approximately $13.5 million of tax increment revenues to
refinance the Housing Authority of Portland’s proposed interim financing for the RAC, and tax
increment bonds to refinance any of the above. Although the subordinate lien “takeout” bond
obligates the Commission to provide approximately $13.5 million of tax increment revenues to
refinance HAP’s interim financing, the take out financing is expected to be in the form of bonds
in a principal amount sufficient to cover the $13.5 million plus cost of issuance and required debt
service reserves and which will require sufficient tax increment revenues to service the principal
and interest payments on those bonds.
The total amount of the bonds requested shall not exceed the amounts the city determines are
required to provide $29.5 million of direct contributions to the RAC, plus the cost of issuing the
bonds, including the costs of funding debt serve reserves. This total amount is not expected to
exceed $36 million.
The Resolution also authorizes the Executive Director, on behalf of the Commission to execute
agreements and take actions as may be required to issue the tax increment bonds requested in
this resolution on terms favorable to the City and the Commission.
ATTACHMENTS:
A. FY 2009-10 Revised Budget and Forecast
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