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ACRONYMS AND ABBREVIATIONS

BES
BPS

BLI
CERCLA

DEQ
DLCD

ECSI

EOA

EPA

EZ

FAR

GIS

Harbor ReDi
HIFAR

ICP
LoFAR

MFA
NOI

NFA
OAR
ORS
PDC
PPA
RLIS

RMV

ROI
SMA
STAMP

TIF
TGM
TOD
UGB
URA
USEPA
VCP
VHDZ

Bureau of Environmental Services, Cityoofi&hd
Bureau of Planning & Sustainability, City of
Portland

City of Portland Buildable Lands Inventory
Comprehensive Environmental Response,
Compensation and Liabilities Act

Department of Environmental Quality
Department of.and Conservation and
Development

Environmental Cleanup Site Information
City of Portlandds Ec
Environmental Protection Agency

Enterprise Zone

Floor Area Ratio

Geographic Information Systems

Portland Harbor Redevelopment Initiative

No vacant sites with a floor area ratio above 20'
zoned maximum potential

Independent Cleanup Pathway

Non vacant sites with a floor area ratio of up to
of zoned maximum potertia

Maul Foster Alongi

Net Operating Income

No Further Action

Oregon Administrative Rule

Oregon Revised Statute

Portland Development Commission
Prospective Purchaser Agreement

Metro Regional Land Information System

(a GIS database)

Real Market Value as determined by Multnomal
County Assessor for tax assessment purposes
Return on Investment

Sediment Management Area

Site Technical Assistance for a Municipal Proje:
National Brownfieldssociation

TaxIncrement Financing

Transportation and Growth Management
TransitOriented Development

Urban Growth Boundary

Urban Renewal Area

United States Environmental Protection Agency
Voluntary Cleanup Pathway

Vertical Housing Development Zone
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] INTRODUCTION

This report summarizes the findings of analysis completed as part of Task 3
and 4 of the Portland Brownfield Assessment project. It is intended to
provide background for subsequent public benefit analysis together with
prioritized policy recommendationsfdailitate increased redevelopment of
brownfields in Portland.

The goal of the Portland Brownfield Assessmémexamine opportunities
to incrementally increase the rate of brownfield redevelopment through

¢ |dentifcation ofbarriers to brownfielddevelopment,
e Development of financial feasibility and public benefit agalyse

e Analsis of financial and technical assistance inceniivesddress
barriers to brownfield redevelopmentd

e Developingimplementation actiongased on proven best practice
from around the country.

Key work elements in thdsaftreport include:

e Present the preliminary results from gre-formabased financial
model designedo estimate redevelopment feasibility by employment
area and brownfield type.

e Present areconomic estimate of the lost revenue opportunities as a
result of idle brownfields by type and employment area.

e |dentify national best practices for financial and other incentives to
encourage brownfield redevelopment that are appropriate for Portland.
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2 FINANCIAL FEASBILITY ANALYSIS

A distinctive feature of éPortland Brownfield Assessmenthe focus on

evaluating the financial feasibility of brownfield redevelopment across the
landscape of Portland employment geographies and associated brownfield
typologies. This tailored approach recognizes the varied levels of
environmental contaminatio ( o r Obrownnesso) as we
market conditions that may affect different types of sites and employment
uses in distinctive ways. The results clearly suggest that policy and incentive
tools may need to be individualized to respond to thdispasds and
opportunities associated with Portla

This analysis begins with an overview of the financial feasibility analysis
methodology, followed by evaluation of feasibility results across the full
spectrum of the typogy alternatives, with resulting discussion regarding
critical feasibility barriers.

2.1 Methodology statement

A financial pro forma represents a means of assessing financial feasibility of a
future (not yet built) real estate development. The criticaf t@sancial

feasibility lies in the relationship of projetcto valuation upon completion.

If the valuation upon completion and resulting occupancy exceeds the cost

of development, the project is viewed as feasible. In situations where
valuation isess than cost, the project is viewed as not fedsibikess
actions are taken to r éathedmpunttbhe r es
which the project igpside down.

This analysis is not site or owner spetifiat rather relies on prototypical

project pro formas generated for each typology under alternative
assumptions of market use and brownfield remediation cost. For ease of
application across Portlandds full e
pro formas are calculated on standard pemeaisures of:

e Development cost versus valuationbpiging square footage

e Resulting financial surplus (or gap) per square flaot ata
Uses Evaluated
This brownfield assessment addresses the financial feasibility of
developments associated witbustrial and commercial real estate. The

following building types are consideded the degree applicable with each
of the brownfield typologies:
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Manufacturing / Warehougewith pro formas reflecting real estate
costs only and not cost of equipmenbiesite processing

Flex / Business Par& typically multtenant building space that
includes a combination of industrial space with substantial office
build-out

Office Commercid typically built on floors above ground level

Retaild storefront space,fically with grountevel access

Residentiab for multifamily housing as may be included with a
mixed use building with ground level retail or other commercial uses

Structured Parkingfor uses that typically require some or all of the
on-site parking tte included as a part of a building structure (rather
than atgrade)

Otherd generally identified as Am@venue space not associated with
a specific user in a mdénant building, as with a lobby area

Measures of Cost

Costs of building an industriadnamercial or mixed use project are typically
defined as including:

Land Acquisitiond reflecting typical values distinctive to each
typology considered; with land values differentiated between sites
without constraints and those identified by the BLI @asnifield
constrained

Site Development covering costs of demolition (of existing
structures), site preparation / landscaping, egra@dé parking

Brownfield Remediatiahreflecting alternatives of low, mid and/or
high cost of remediation

Building Constrctiond covering hard cost of development, specific
to each of the uses involved

Other Project Codi for costs that might be unique to a specific use
or site such as infrastructure (essentially a placeholder not covered
with this preliminary analysis buailable for analysis refinements)

Indirect (Soft) Cosb covering variables such as architectural /
engineering fees, public fees / permitting, developer profit, and
financing during construction
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Data for this analysis is drawn from a number of sources. Land acquisition
costs are based on Multnomah County
of recent vacant land sales transactions (from RLIS, differentiated by
typology). Site development cosftect A/E data from prior comparable
projects. Brownfield and superfund remediation cost estimates are based on
case study data and other literature as compiled by MFA.

For purposes of this analysis, cleanup ofctsiv remediation sites is
estimated &81.50 per square foot of land area-ddgl sites are shown at
$6.00 and high cost sites at $16.00 per square foot of land area.

Building construction costs reflect comparable pro forma analysis and the
Second Quarter 2012 RLB (Rider Levett Bucknallte@yaConstruction

Cost Report. Indirect (soft) cost is drawn from comparable project pro
formas. Cost parameters utilized with this analysis (by building use type) are
provided with Appendix A to this report.

Measures of Valuation

Valuation of ncomeproducing real estate can be accomplished by
determining a propertyods net operat.i
less ex pense) di vi ded by a capitalizat
capitalization approach is one of three methods typically appbiegérty

appraisald the other two being depreciated cost analysis and comparison of
comparable property sales. The income capitalization approach is of
particular relevance to projects not yet constructed.

Capitalization rates reflect the amountahatwner or investor is willing to

pay for a property with an income stream based on experience and/or
projection. These rates are readily observable in the real estate market as may
be specific to a point in time for a particular type of investmerstadal e

Cap rates may vary between metro areas or within a metro region or city. In
the current lending market, cap rates available to investors or owners with
0deep pocketsdé may be substantially
developers. Avellcaptalizedinvestor may be able and willing to pay more

for a particular property than a party that will have access to capital at much
less generous terms.

In effect, cap rates reflect a combination of current financing terms (interest
rate and duration dihancing) together with investor expectations regarding
risk-adjusted return on required equity. Cap rate expectations applied with
this analysis are drawn from Urban Land Institute (ULI) publiEaieaimg

Trends in Real Estate 2012.

Some propertiesenot purchased or developed for capitalized value to an
investor or developer, but rather for their end use value to the owner. With
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the typologies considered in this pro forma evaluation, end use value is of
particular importance in two situations:

¢ Forresidential condominium purchasers in a mixed use development.
In this situation, the net sales value (price less developer return and
sales transaction expense) is shown as a separate line item in the pro
forma (in addition to capitalized value for rargat). Note that for
sake of apples to apples comparisons across the typologies that may
involve mixed commercial and residential use, a mix of 50/50
owner/renter use is assumed for illustrative purposes (except in
typologies of Mixed Use Hubs and MameedtEast where values
may not currently be adequate to support condo development cost).

e For industrial end users (or operating businesses that own their own
real estate), a multie n a n t devel operds approa
little relevance. The induatrcompany will consider cost of real
estate devel opment i n t he cont e x
operations requirements and balance sheet together with profit and
loss statement. Many end user buildings are also special uses designed
for a specific wduct or manufacturing process. Special purpose
buildings are of most value to a specific type of industrial user and
often are not as readily adaptable to other generic industrial uses.

For the industrial end user, what is of importance is the cost of
industrial land (shovel-ready site) as compared with other similar sites

either in the Portland metro region or globally. Consequently, a
special variation of industrial pro formas are run for evecepied,

enduse buildings that reflect land valuafwith brownfield effects
calcul ated in relation to | and cc
estate oriented model to valuation.

Key data inputs and assumptions utilized are provided with Appendix A to
this draft feasibility evaluation report. Valnatielated inputs covered
include rental rates and operating expenses together with cap rates for
income producing properties, sales valuation for condo units, and land values
for all typologies considered.

Of specific note is that rental rates and coatks ricing inputs reflect
mid-upper range estimates currently associated with each employment /
brownfield typology. Rental rates required for new construction feasibility are
typically above average rates for a particular market (comprising the full mix
of newer and legacy properties).

Also noted is that seemingly small changes in any of a number of data inputs
can have substantial effects on resulting development feasibility. The pro
formas provided with this analysis are intended to represent witatemig
considered as typical conditions, but should not be construed as any
conclusion of feasibility for a specific use and/esgéeific project.

CAWINDOWS\ Temporary Internet FileGontent.Outlook7YJDGPQH Rd-Portland Brownfield Assessm@&atsk 34 Report 062712.ddtAGE 5



Site Development

Assumptions regarding how a particular project prototype will be developed
on the groundcan be of considerable importance for assessing financial
feasibility. The following site factors are taken into consideration with each
of the seven typologies and 32 associated pro forma alternatives:

e Site Use Intensity measured as floor area ratiARF with
development (including existing use FAR associated with occupied,
but underutilized properties, as

e Site Coveragé measured as the proportion of the site for which
there is building footprint (with the remainder of theusiéel for
such purposes as parking / loading, landscaping, storage, remediation
area, and/or habitat / open space)

e On-Site Parkingd based on a review of minimum and maximum
parking ratios by use and zone (generally in @amnged, also
reflecting scalef mearby development and transit accessibility), with
parking allocated first to availablgrate site area and second, as
needed, to structured-site facilities

Added Notes: A need for some proportion of structured parking is
assumed witlmew construction for the Downtowkligh Density
Mixed Use Hub, Central Citydustria] and mixed use portions of
the Main Street typologies. All industyipblogy parking is assumed
to be accommodated at densities allowing-tyade parking.

On-siteparking is provided at ratios within the medium to maximum
ranges prescribed by zoning designation, at urban ratios well below
typical suburban ratios. Parking ratios by use vary by typology in
ranges as follows: manufacturing / warehousingl(b0@&pees per

1,000 square feet of building area), flex / business parR.(DJO

office space (1.€800), retail (1.000), and residential (at 61730

spaces per unit).

e Distribution of OnSite Building Square Footagewith some
typologies indicateas being developed for a single use and others
for multiple or mixed use activity

¢ Relationship of Net Rentable to Gross Building &eeeeflection of
building efficiency for 830% for multtenant properties with
shared building common area and shaw0G@®6 for standlone or
in-line building uses

Data inputs and assumptions related to site development for the pro forma
alternatives are as indicated with the assumptions and/or pro forma
worksheets provided in Appendix A to this report.
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2.2 Alternatives Analysis

This discussion summarizesultsof the alternatives analysis by typalogy
with detailed pro forma worksheets provided with Appendix A

1.Downtown High Density

This typology covers the commerci al
Central Qy ared including the downtown core, River / Pearl district, South
Waterfront, and Lloyd District. Four alternative pro formas are considered:

e Mixed Used office / retail combined with residential use,
differentiated between midst and lovcost site mmediation
alternatives

e Office-Retail 8 involving high density commercial development
without onsite residential, but also differentiated betweegasid
and lowcost site remediation alternatives

Note: The following graphs for Downtown High Density tohgetwith
subsequent graphs for other brownfield typologies are intended to i|lustrate
the results of detailed pro forma analysis in terms of:

a) Financial feasibility with and without brownfield impacts (first graph of
each set). While pro formas with Appemliareshownin terms of]
building square footage, p@phgranslate financial results to site area
metrics &s dollars per square foot of site area). A positive nymber
indicates that the development alternative considered appears|feasible
based on théata inputs and assumptions applied with this analysis. A
(negative) number indicates lack of feasi®iity an indication of the
financial gap that might be required to achieve a viable project.

b) Remediation as a % of total project redevelopmenteostdsgraph
each set). This provides an indicator of the relative significahce of
environmental cleanup cost to the overall cost of the develgpment
project being considered.

The yaxis shown with each graph is based on the ranges for the typology
with the most extreme values associated with cost per square [foot or
remediation as a % of project cost. For example, the downtown typplogy is
associated with the positive values per square flaoidafrea due to high
intensity (or FARS) associated with dgweént. Conversely, the mpst
negative per square foot conditions are noted for the industrial typology
where remediation costs are magnified when considered on an FAR basis.

As a % of development cost, remediation is relatively insignificant [for the
downbwn prototypes considered, while much more substantial for| other
typologies, especially industrial.
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Figure 31. Downtown High Density Development Feasibility
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Specific observations regarding downtown high density feasibility for the
mixed use and offigetail prototypes considered include the following:

e For unconstrained sites, both the mixed use and -refficle
concepts appear to be within a range of figgsgiven current top
of market conditions for the Portland metro &¢hough not by
any significant margivaluation less cost at a positive figure of less
than $5 per square foot of land area represents a slim margin when
considered in terms of tbfaroject cost of nearly $2,400 per square
foot of land area (for the mixed use concept assumed to be
developed at an 11:1 FAR ratio).

e Presence or absence of brownfields has a relatively low effect on
overall project cosi as other cost and market coasitions are
more important in a high density environment. In part, this is
because no high cost remediation sites are viewed as applicable to
remaining brownfield properties in the downtown high density area.

e In effect, brownfield remediation reflectdyoa relatively small
proportion (less than 1% of development budget) in even the mid
cost development alternatives. Viewed from another perspective,
downtown area land value is estimated at more than 12 times the
expense of a niebst remediation scenario

e However, at the margin, a reimst brownfield remediation could
shift either the mixed use or offregail project from slightly positive
to slightly negative. Lesost remediation does not appear to as
materially affect feasibility results.

2.Mixed Use Hub

The mixed use hub typology <covers
together with EOA identified town centers of Hillsdale, Hollywood, St.
Johns, and Lents. As with the downtown area, four alternative pro formas
are considered with this Mixed UséHypology:

e Mixed Used with office / retail combined with residential use,
further differentiated between reiolst and loveost site remediation
alternatives

e Office-Retail 8 involving high density commercial development
without onsite residential, bulsa differentiated between raioist
and lowcost site remediation alternatives

The following graphs illustrate the results of detailed pro forma analysis for
two key variables of interedt financial feasibility with and without
brownfield impacts, as welé remediation cost as a percentage of total
development costs.
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Figure 3-2. Mixed Use Hub DevelopmentFeasibility
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Overall density of development is considerably below that of the downtown
typology. Somewhat different conclusions can be drawn faizndial
feasibility of Mixed Use Hub development and associated brownfield effects:

e Unlike downtown, the mixed use concept that combines residential
with ground floor retail appears less feasible given current apartment
rental rates that are well belehat is achievable closer in to Central
City Portland. While office rents are also below those of closer in
properties, retail rents appear stronger making the-retlde
combination marginally feasible.

¢ While lowmedium cost brownfield remediatioresiamot appear to
be the only factor affecting development feasibility, brownfield
cleanup will reflect a greater proportion of overall development costs
(at up to 4% of development budget) with theco&d development
alternatives. This is because theeroscale of development with
mixed use hubs provides less development over which a given
remediation cost must be spread (than with the Downtown High
Density typology).

e With brownfield remediation, feasibilty of the mixed use
development concepts becomm®re negative. Feasibility of the
officeretail concepts go from marginally positive to negative
especially with micbst remediation.

3a.Main StreetWest

The Main Street typology is similar to the Neighborhood Commercial
designation of the Portland BCQogether with the EOA identified West
Portland town center. For purposes of this feasibility analysis, the Main
Street typology has been divided into two suddd&n Street West and
Main Street East.

Covering the neighborhood commercial districerginwest of about 82

Avenue, the Main Street West geography has been generally associated with
somewhat higher levels of development density and greater redevelopment
activity in recent yeadsespecially in proximity to corridors offering strong
trarsit accessibility. Six alternative pro formas are considered with this Mixed
Use Hub typology:

e Mixed Used with office / retail combined with residential use,
further differentiated between higst, midcost and lovcost site
remediation alternatives

e Office-Retail 8 involving high density commercial development

without onsite residential, also differentiated betweencbgih
mid-cost and lovzost site remediation alternatives
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The following graphs illustrate the results of detailed pro forma doalysis
two key variables of interedt financial feasibility with and without
brownfield impacts, as well as remediation cost as a percentage of total
development costs.

Figure 3-3. Main Street West DevelopmenEeasibility
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Consistent with experiencetloé¢ last decade, development potential for this
subtypology appear relatively strong:

e For Main Street West, both mixed use and retail commercial
prototypes appear to offer reasonable (and improving) prospects for
development feasibility. However, recgg that rents used with
the pro forma represent the ruiplper range of the market, it should
be recognized that some neighborhood commercial areas w¥st of 82
Avenue are accompanied by stronger market activity and higher rents
than others. Over the 3®ar time horizon of the Portland EOA,
there is good opportunity for Main Street revitalization to expand to
portions of the city that have experienced lesser levels of
revitalization to date.

e The introduction of mihigh cost brownfield remediation
altenatives to this typology represents a definite dampening effect on
feasibility for redevelopment prospects of affected sites. Remediation
may account for as much as 10% of development cost for these high
cost sites.

e In effect, both the highand midcost brownfield alter feasibility
results from positive to negatévsubstantially negative if higbst
remediation is involved. Lav@st remediation has a generally much
lesser effect, but could compromise viability of projects that
otherwise are right atetleusp of feasibility.

3b. Main StreetEast

As noted, the Main Street East grouping comprises neighborhood
commercial districts extending from abouf @¥enue east. This area
developed later in time than closer in neighborhoods and generally at lower
dersities typical of the pe#lorld War Il era through the 1970s.
Redevelopment activity has also occurredslatverpace, and rental rates

are generally below those of Main Street West.

As with Main Street West, six pro forma alternatives are evaluated with the
Main Street East siypology:

e Mixed Used with office / retail combined with residential use,
further differentiated between higst, midcost and lovcost site
remediation adtnatives

e Office-Retail 8 involving high density commercial development

without onsite residential, but also differentiated betweerttsgh
mid-cost and lovzost site remediation alternatives
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Pro forma results are less favorable than for Main Strestt fove
unconstrained properties. And feasibility effects of brownfield conditions can
be expected to be even more negative, as illustratedabpwirggraphs.

Figure 3-4. Main Street EastDevelopmentFeasibility
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Observations of added note regagdMain Street East development
feasibility include the following:

e Development feasibility appears challenged, at least in tegmear
due to lower rents achievable east than wesY @éfi@aue. To some
extent, this is counterbalanced by lower d=nsf development
allowing for lesser levels of structured parking and lower cost of
construction. Over the 3&ar time horizon of the Portland EOA,
there is good opportunity for Main Street revitalization to expand
further east than has been the caseddte & especially if
accompanied by revitalization initiatives including remediation of
contaminated sites.

e Mixed use feasibility appears negative, even for sites without
development constraints. Retainmercial feasibility (without
residential mixedsa) appears slightly positive for unconstrained
sites. If brownfield remediation is involved, no project alternative
appears readily feasible, though thectst/retaitommercial option
is only slightly negative.

e As is the cast throughout the Main $tiygaology, the introduction
of either mid or highcost remediation represents a definite chilling
effect on feasibility for redevelopment prospects of affected sites.
Main Street East remediation may account for as much as nearly 15%
of development costr highcost sites.

4. Central City Industrial

The Centr al City Industrial typol ogy
of the Central Eastside and Lower Alliistricts. These districts have been
identified by the EOA as offering increasing opportunity as incubators for
small startup and creative firshsupplemented by continued reinvestment

in viable, ongoing industrial distribution functions benefittingaroemtral

Portland location.

A single development concept is considered for the pro forma alternatives
considered with this typology:

e FlexTech o with redevelopment and new construction of a high
density, more urban and gritty version of the flex offieee
product seen, for example, on the Sunset Corridor. As experienced
with Central City Industrial, the flex / Class B office approach has
appeared particularly attractive for creative service firms. Fhe flex
tech prototype is further differentiated d@parate pro formas for
high-cost, midcost and lovwcost site brownfield remediation
alternatives.
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Figure 3-5. Central City Industrial DevelopmentFeasibility
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As illustrated by the above graphs, development feasibility of Aewhflex
space is stisomewhat pioneering, with feasibility extremely sensitive to any
added cost pressures at the margin:

e To date, much of the creative / flex space developed in the Central
Eastside has involved reuse of existing buildings rather than new
construction. Dudo the recession and the legacy of this existing
space, it is not yet clear that rental rates have stepped up to the levels
required for new construction as supplyof potential rehab sites
diminishes. Going forward, feasibility of new constructiorbevill
materially affected by encouragingaao use and accommodation
of remaining added parkingeddor net new development.

e As is the caswith the Main Street Commercial typology, the
potential for miehigh cost remediation sites would pose a @efinit
challenge to development feasibility of affected sites, equating to as
much as 4% of total project cost.

5-7. Industrial

The typologies of Standard Industrial, Superfund Shadow, and Harbor
Waterfrontarecovered asraoverallgroupng. These properties are assumed
to share similar characteristics as to market and site development.

The primary differentiation factor relates to the level of cleanup expenses
that may be associated with Superfundavdter) liability with Harbor
Waterfrontsites (as Typology 7) and contributing factors with what are
termed as Superfund Shadow sites (Typology 6). As there is considerable
uncertainty regarding the ultimate determination of potential financial
liability, potential amounts are indicated asesuppltal costs averaged over

all affected properties (but should be viewed as having a considerable margin
of potential variability by property owner).

Nine alternative pro formas are considered with the Industrial typologies:

¢ Flex Space / Business Périts a mukienant development product
further differentiated between higst, midcost and lovcost site
remediation alternatives

e Warehouse / Distributio® as a lower cost development product
(with minimal office buitdut), also differentiated betwdwgh-cost,
mid-cost and lovcost site remediation alternatives

e End User Industriad considered separately on the basis of land

value / cost effects associated with brownfields, but also
differentiated between highst, migcost and lovcost sites
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The fdlowing graphs illustrate the results of detailed pro forma analysis for
industrial sites involving development of rental space for lease to both
warehouse / distribution and manufacturing related tenants. Also, shown
with the right hand portions of theagh are feasibility effects associated
with end user sites. Implications of each are then considered, in turn.

Figure 3-6. Industrial Development Feasibility
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Flex & Industrial Rental SpaceThe pro forma analysis indicates that the
feasibility of deveping industrial space is fairly challenging under the best of
conditionsd with brownfields posing an even greater threat to feasibility than
with the other typologie®nsidered

e Even before consideration of potential brownfield effects,
development ofnew industrial space on unconstrained sites is
currently challenged by soft rental rétegth recovery from the
recession not yet fully in place.

e Introduction of brownfield contamination has a significantly greater
effect on reducing development fahsibfor industrial property
(even before consideration of potential superfund issues). The lower
FARs associated with industrial use means that there is less income
producing space with which to recover a given amount of brownfield
remediation cost.

e With high cost sites, remediation can amount to as much as an
estimated 30% of total development cost (with a wide range of
variability depending on s#gecific conditions). Mibst
remediation also represents a significant ccadt 314% of an
industriapr oj ect 6s devel opment budget.

e In effect, the migtost and cleanup alternatives involve a level of
added site expense that nearly or fully eliminates any positive land
value. The highost alternative will invariably result in negative land
valued as isfurther considered with discussion of end user effects
described below.

End User Sites:As noted, end user or owrmrcupied industrial sites are
best considered on a land value basis.

While shoveteady industrial land is indicated at an overall Yabew $7

per square foot, real market values (RMVs) for industrial sites identified as
brownfield constrained by assessord
average of about $2.80 per square foot across the industrial typology.

With remediation rangirfikom $1.50 per square foot of site area with (low
cost remediation) to $6 (mddst) to $16 (higbost), it is clear that the
resulting land value quickly goes negative with all but thestogcenario.
For example, with higtost remediation, resultingiluation goes to a
negative $13.20 per square foot of site area.

Once the site is clean, there is potential for some Hoacicén value to a

level comparable to that of a sheealdy sité making back up to an added
$4.20 per square foot if the oked up site can be sold (as unconstrained by
brownfield or other limiting site conditions). This potentially reduces the net
loss from $13.20 to $9.00 per square foot (or about $392,000 per acre).
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The odds of recouping this value are enhanced if thepcisamompleted by

an existing owner prior to sale. However, there still may be little incentive for
an existing owner to incur a higst redevelopment, as value net of cost
will still be substantially negative.

An owner ds mot i v atha noidtostreitegnMhdre amet losgr e a t
of $3.20 per square foot translates to a positive net of $1.00 per square foot
upon sale of a cleaned up site (assuming no other significant site constraints).
An owner in this situation gets the benefit of takingmegplity to address

a longterm liability at no net loss upon eventual property disposit

Superfund Implications: To this point the analysis of brownfield
remediation expense has not included potential added effects of superfund
liability forwaterfont sites, as well as some upland properties. Inclusion of
these effects is illustrated by the following graph, based conal\dbkated
estimates for all Sediment Management Areas (SMAS) using the low cost of
the high impact alternative for all contrigisMAS:

e Superfund Shadow sitéswith cost estimated at $1.46 per square
foot of site area.

e Harbor Waterfront siteswith cost estimated at $13.10 (or an added
$11.64) per square foot of site area.

Figure 3-7. Industrial Feasibility with Superfundimp lications
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Based on these very preliminary (and variable) estimates, incremental effects
of potential superfund liability can be summarized as follows:

¢ In a worst case situation with an alreadydaghremediation site, a
redevelopment property with ¥idront Superfund liability could go
to negative feasibility approaching $30 per square foot of site area.
This effectively represents a nearly 75% increase to the cost of
development, as compared with unconstrained sites.

e In all cases, the Waterfrontp8ciund liability could equate to a
property owner cost that is almost double the value of unconstrained
and vacant industrial land at greenfield sites elsewhere in or outside
the Portland metro region.

e For affected upland properties, implications of taper&ind
Shadow, while not as devastating as for waterfront properties, can be
expected to further render affected property as not feasible for
development for warehoudistribution space as rental income

property.

e As previously noted, the situation @encomplex for end users who
operate industrial businesses as ewgwipants. For these firms,
decisions regarding feasibility of remaining or expanding at an
existing site will be affected by considerations of revenue versus cost
for the full businessperation, including but extending beyond real
estate considerations.

e For property owners who already are in the chain of title with a
potential Superfund liability, the decision of whether to expand or
reinvest may be only marginally affeétes the liaility remains
independent of decisions to stay, expand, or relocate. What is of
more importance may be the effect to ongoing business viability at
the time costs associated with prospective future liability are actually
incurred.

Overall, this valuatiomalysis indicates that the feasibility of developing
industrial space is fairly challenging under the best of conditratis
brownfields posing an even greater threat to feasibility than with the other
typologiesonsideredThis appears to be the cheéh for the end user of
industrial property and for the developer of Aefiant business park or
industrialwarehouse space.

Superfund liability further exacerbates negative feasiteiiyecially for
Waterfront sites. While an existing owner ichibé of titte may not be able

to avoid this liability, there would be no incentive for new development
where a prospective purchaser is required to also assume this liability.
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Summary Pro Forma Observations

Five overall observations are drawn fronptiesminary pro forma financial
analysis:

e The financial feasibility of bringing industrial and commercial
brownfield properties back into productive use can be severely
constrained, especially for hagist and in some cases, meeiost
remediation site® situations where the economics of development
are marginal even for shekeddy property, lcaost remediation
sites may push a project from being feasible to infeasible.

¢ Brownfields are not the only determinant of project feasibility. Other
constraih s i denti fied by Portl addds Bl
including constraints related to infrastructure or other environmental
factors. For some typologies, market considerations may render a
project as unfeasible or marginally feasible, especialigconomic
environment affected by as yet slow and halting economic recovery.
Typologies with relatively weak market conditions (even before
consideration of brownfields) include Mixed Use Hubs and Main
Street East (for mixed use) and Central City lnlufior new
construction as rehabilitation opportunities shrink).

e Remediation costs vary widely in terms of their impact on overall real
estate development céstith lesser impact on high density projects,
where remediation can be spread across muetoglaent per
square foot of land area. Remediation equates to less than 1% of
project cost for the Downtown High Density typology, to up to 5
7% for Mixed Use Hub and Central City Industrial, to as much as
10% for Main Street West or 15% for Main Stresst,Bo a
substantial 30% of project cost for Standard Industig@house
distribution use (before consideration of potential Superfund
liability).

e Due to lower density of development and the greater risk of high
cost remediation sites, the feasibitity devel oping Po
industrial properties that are brownfield constrained are far more
seriously impaired than for all of the other employment and
brownfield typologies considered. However, in cases where other
infrastructure or environmental constiiare also present, removal
of the brownfield constraint alone may not prove adequate to assure
project feasibility. Rather, cleanup incentives might be more
effectively targeted to sites where remediation appears as the major
obstacle to site redevelogm

e The potential addition of Superfund Shadow liability will make

medium and highcost remediation sites even more underwater
financially. The full liability of Superfund Waterfront cost will render
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development from a prospective new purchaser itdeabither or
not the site has other brownfield contamination i€suakess this
liability is not transferred to the new owner.

If resources of existing owners are not adequate to fund these future
costs and/or if public resources are not availabte #ites are not
likely to be redeveloped (unless by an existing owner with an
ongoing, viable business for whom the prospective liability is a
responsibility thatannototherwise be avoided).
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3 PUBLIC BENEFIT ANALYSIS

Over the last five years, taty of Portland has become increasingly
involved in assessing the public benefits that might be realized through
stepped up initiative to redevelop underutilized brownfield sitelp Jitiee

of public benefits is identifying economic opportunitiesflbsownfields
remain idle indefinitely into the future.

Initial steps were taken in 2007, when the National Brownfields Association
through its Site Technical Assistanc
engaged by a coalition of public and-prafit interests in Portland to

perform an analysis of how best to spur redevelopment of approximately 400
non-contiguous acres, ¢h5 contaminated parcel s i
sanctuary. The 2008 STAMP process led to a series of recommended
actions, tb f i r st of which was to recoghni
defined as follows:

The costs (of doing nothing) include financial losses in terms of jobs,
tax revenue and economic growth, stigmatization of the area,
possible exacerbation of the environaleminpact and taking
industrial sanctuary property out of play within the urban growth
boundary. This stagnation not only increases pressure to convert
agricultural lands to industrial use, which creates additional high costs
associated with adding infrasture, but also thwarts the carefully
developed state land use planning laws intended to protect open
space and agriculture and prevent urban sprawl.

This public benefit analysis expands the STAMP approach to consider the
full range of brownfield affedtgroperties across commercial as well as
industrial geographies citywide.

3.1 Lost Economic Opportunities

With this analysis of seven brownfield typologies, the cost of doing nothing
can be identified and quantified in terms of:

e Reduced employment, payeoid business revenue capacity of the
City of Portlandd| i mi t i ng t he Ci tyéfised abi | i
employment objectives through 2035.

e Fiscal impacts to local jurisdictions and the State of Ofegon
focused for the purposes of this analysispraperty tax, state
income tax, Multnhomah County business income tax, and City of
Portland business license tax.
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Methodology

Key elements of the methodologies associated with this benefits evaluation
can be summarized as follows:

e For consistency and ease@mparison, measures of economic and
fiscal benefit are defined on the basigerofquare foot of site area
developed or asa percentage of total real estate development cost.

o Employment potential is estimated consistent with job density ratios
derivedrom the Portland EOA.

e Business revenue and average annual wage per worker is from
IMPLAN data for the Portland metro region as of 2009 (including
selfemployedand proprietorsd as per data provided in conjunction
with the EOA.

e Net income as percentge of gross business revenue is estimated
from business license data of the City of Portland Revenue Bureau by
business type for 2000 and 2007.

e Property tax rates reflect a composite rate per $1,000 tax assessed
valuation across variedGity levy codeas of 20112, including
change ratios as applicable to industrial, commercial and residential
uses.

e Personal property tax rates are estimated at an average 185% add
to real market value (RMV) for industrial uses and 12.2% for
commercial uses based whan renewal analysis for the Portland
Development Commission (PDC). Note that personal property can
vary widely, especially for industrial uses, depending on the capital
intensiveness for equipment of a particular industrial operation.

e Oregon personahcome tax is based on current incaufjested
rates and corporate income tax at an estimated 7.6% marginal rate.

e The Multnomah County marginal rate is 1.45% applied to net
business income; City of Portland marginal rate is at 2.2%.

Data assumptions andethodology are subject to refinement based on
review of this preliminary draft report.

As with the financial pro forma analysis, this discussion is organized around
the seven brownfield typologies and associated public benefit implications.
This typologyspecific evaluation is then followed by a broader review of lost
opportunities across the full Portland employment landscape
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1.Downtown High Density

As might be expected, Downtown High Density development is associated
with high potential levels of public benefit relative to land area required.
Employment densities for the mixed use and o#ted typologies
considered range from over 260 to 310pleyees per acre.

When considered in terms of the relationship editenpayroll to total
development cost, annual payroll equates to about 10% of real estate
development cost (with mixed residentaimercial use) to 23% (with all
commercial use). This illustrated by the first of three sets of bar graphs
provided below.

Tax revenues are also relatively high, due to density of develdpment
estimated at nearly $60 annually per square foot of land area to state and local
jurisdictions (including $3$86 per square foot to the City of Portland).

When considered relative to real estate development costs, annualized taxes
range up to nearly 4% of project cost.

Note: As with the Downtown High Density typology, three sets of gfaphs
are presented as indara of economic and fiscal benefit for each of|the
employment / brownfield typologies considered:

- Annual payroll as % of redevelopment cost

- Annual taxes as per square foot (SF) of land area (including pyoperty
taxes to the City of Portland and other jurisdictions, business income /
license taxes to Multnomah County and City of Portland, and pergonal /
corporate income taxes to the State ofj@re

- Annual tax revenues as % of redevelopment cost
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Figure 4-1. Downtown High Density Development Benefits
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2.Mixed Use Hub

Of the seven typologies, Mixed Use Hubs are expected to achieve the third
highest levels of development derdslitghindDowntown High Density and
Central City Industrial. Employment densities might range up to about 50
jobs per acre.

With 100% commercial development, annual payroll ranges up to 28% of
development cost (a higher ratio than for the downtown).

Annual stateral local taxes are generated at a rate of up to about $9 per
square foot of site area. This equates to betwkéroPtotal project cost.

3a.Main StreetWest

The Main Street typology (west of"®8Rvenue) is associated with
employment densities in thenge of 284 jobs per acré with the lower
employment level associated with mixed use development.

Added annual employee payroll ranges up to nearly 27% of real estate project
cost, comparable with the Mixed Use Hub typology.

Annual state and local teeke for the mixed use and 100% commercial
alternatives considered is in the range-$6%&r square foot of site aéea
or up to about 4% of project cost.

3b. Main StreetEast

Commercial properties east of“&e generally expected to develop at
somewhat lower densities than is the case with the Main Street West
typology, but with a higher mix of commercial as part of mixed use projects.
Employment densities of up to about 38 jobs per acre might be expected
with redevelopment.

Annual payroll mighainge up to 34% of development cost.

Annualized state and local taxes run betwe®4.53 per square foot of site
aread or at up to nearly 5% of real estate development cost.
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Figure 4-2. Mixed Use Hub Development Benefits
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Figure 4-3. Main Street West DevelopmenEeasibility
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Figure 4-4. Main Street EastDevelopment Benefits
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4. Central City Industrial

At 68 jobs per acre, the Central City Industrial typology and development
prototype is associated with the second higbesitial employment density
in the cityd second to Downtown High Density.

At 33% of development cost, added annual payroll is also relatively high.

Annual tax revenue to state and local jurisdictions is estimated at $13 per
square foot of site ardar between %% of development cost.

5-7. Industrial

Industrial development benefits are estimated for the flexbsigauess

park and warehousléstribution project prototypes. Densities are lower than
for the other typologies considered, but can stiklatively strong at up to
1225 jobs per acre if the full site can be effectively utilized with brownfield
redevelopment.

When considered on the basis of payroll potential relative to real estate
development cost, the public benefit is highest ofglbéoties consideréd

with annual payroll potential at up to more than 50% of development cost.

In part, this is because average annual wage is estimated at $69,000 per year
for manufacturing / warehouse uses and $52,000 per job with flex / business
park developmen®d as compared with $46,000 per office and $24,000 per
retail job.

State and local taxes generated from redevelopment are estimated at up to
about $5 per square foot annually forlfiesiness park development and at

just under $3 per squareotfcannually for warehoudsstribution space.
Annual taxes range between abe8%50f project cosd highest of the

seven employment / brownfield typologies considered.
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Figure 4-5. Central City Industrial Development Benefits
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Figure 4-6. Standad Industrial Development Benefits
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Overview Observations

This public benefits analysis serves to illustrate the tradeoffs inherent in
meeting a multiplicity of employment and tax revenue benefits for Portland
businesses and residents. These |&apoffs are clearly reflected in
choices about investment related to brownfield remediation as well:

¢ Higher density developmenéspecially with downtown mixed dse
can serve to maximize employment and tax return relative to
employment land area reqdir However, the communwyde
employment and tax revenue benefits realized are not as strong when
considered relative to the dollar levels of real estate investment
required.

e In contrast, the Industrial typology requires more land area to achieve
simila employment and land benefit. With brownfields, the feasibility
of redevelopment is also more seriously impaired than for higher
density sites where the cost of remediation can be spread across more
square feet of building development. However, whendemtsi
relative to total development cost (even with remediation), the return
on investment in the form of payroll and tax revenues is considerably
higher than for the other typologies considéeedis average wage.
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4 NATIONAL BEST PRACTICES

Brownfield cleanup and redevelopment is a chafkeregk bycities across

the country. Many cities and states have experimented wigntdgtgdicy

and planning approaches to promote redevelopment ofctrgaeinated
properties, including those encumbered by rivers and harbors designated as
Superfund site#d\ review of effective policy tools from across the country
has been conducted tcopide amenu of options that can be analyzed to
determine if they may be relevant and appropricReffitend

Brownfields Baseline Programs

Almost all cities and states (including Portland and Oregon) thg
made cleanup and redevelopment of brownfields a priority have &
several foundational programs including

Voluntary Cleanup Progranfi provides an expedited adristrative
pathway for cleanup of less contaminated properties with limite
oversight.

Brownfield Progranti public agency staff that act as liaison bet
property owners and regulatory agency, typically active in coorg
funding for projects ahg with outreach and education. Both the Cif
Portland and Metro Regional Government have brownfield program

Assessment Granit$ funds for conducting studies to characte
contamination on properties and develop cleanup plans. These gr
be citical to defining the magnitude of cleanup cost and creating ce
that facilitates private investment. State and local grant progra
typically funded through EPA grants. Portland and Metro have
managed assessment grants in the past.

Brownfield Revolving Loan Fundi low interest loan program
support cleanup of contaminated properties. These programs are
capitalized by federal funds. Business Oregon manages two brg
revolving loan funds, one capitalized by the EPA and thebgthbe
state. Portland is in the process of establishing a federally ca
brownfield revolving loan fund.
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This report focuses on financial incentives @olidy toolsthat are not
currently available in Oregon. They faaened in this reporthrough
example citieand governmenthat are considered national models. These
cities include:

Tacoma, Washingtorii a city that has turned the challenge of a Superfund
designation into an opportunity to recreate its waterfront

Minneapolis-St. Paul, Minne®tafn partnership between several local and
regional governments has been developed to leverage resources to promote
brownfield redevelopment.

New Bedford, Massachusett8 a historically industrial community with a
strong fishing community that has leveréeeral, state and local resources
to develop its economy in spite of a Superfund sediment site

Milwaukee, Wisconsirfi an older city with a strong industrial past that is
focusing on brownfields as a way to promote sustainable development

Genesee CountyMichiganfi a leading example of the use of land banks
and Tax Increment Financing for brownfield redevelopment.

While each of these communities has created a unique set of policies that
incent cleanup and redevelopment of brownfields, they share a number of
fundamental similarities that are important to recognize.

Economy and the Environmenii Cleanup and liability is a fundamental
concern for brownfields, but the paradigm of viewing these profiesties
and foremosas an economic opportunity lead eachasfe communities to
a proactive and successful approach.

Local Government Leadershif A commitment by local leaders to
brownfield redevelopment as a key element of community development and
quality of life. This commitment has ranged from investmentabftéoc
dollars, to assumption of environmental liability, to beingvacagdefor

change at the state or federal level.

Coordinated Approaclii These communities have not developed a single
silver bulletpolicy tooJ but rather created a package of landaunse
economic development plans, financial incentives, regulatory reforms, and
infrastructure investments. These multiple actions haveobedinatedand
mutually supportiveo targetspecific brownfieldshallengesand designed

to addressveaknessestine regulatory and incentive framework.
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4.1 Tacoma

More than 100 years ago, the Thea Foss Waterway in Tacoma was home to
thriving industrial activities served by raill and marine transportation
infrastructure. By he eat | ¢hh8§ees saeconontyhaslleft e gi on
the area blighted and littered with vacant buildindsthe contaminated
sediments in the waterway were included in the designation of
Commencement Bay as a Superfund Site. The designation was followed by
approximately 10 years of in\ggdion and study of cleanup options lead by

the EPA and Washington State that involved dozens of potentially liable
parties. As the Superfund process began to focus on allocation of costs for
cleanup, the City of Tacoma, with support from private busness
community leaderagreed to take the lead on the cleanup. In 1991, the City
acquired approximately 27 acres of property on the Thea Foss waterfront
and began to negotiate with the regulatory agencies and potentially liable
parties on how to proceedhvcleanupThe Citycreated th€oss Waterway
Development Authorifya specigiurpose public development entityhadd

title to the properties and position them for redevelopieatgvelopment

plan and design guidelines were established to set the fatag
transformation of the formerly industrial area to a high density, mixed use
community with awvaterfront esplanade and recreation and entertainment
opportunities. Redevelopment plans engaged the community, generated
enthusiasm for revitalization oéttvaterfront, and allowed cleanup plans to

be tailored to future uses.

There were many challenges along the way, including the recent economic
downtown, but twenty years later, Thea Foss Waterway has been
transformedThe public esplanadeas been largetpmpleted andesen of

fifteen development sites are being constructed or planned for
redevelopmenfioday theThea Fosss home to unique uses, including the
Museum of Glass; the Chihuly Bridge of Glass; Albers Mill, a restored 1904

mill convertedtoresd e nt i al use; and Theads Lar
and appurtenances, including small boat moorage and a developing Maritime
Center.

A number of policies have supported the success of Tacoma in this project
including

State Environmental Cleanup Grant$i Washington State provides grants

to local governments funded by a tax on hazardous materialsvaldngsm

fee on the wholesale value of petroleum, pesticides and other listed materials
has generated over $60 million in funds for local governmestpgnayear.

See Sectioh6.1for more discussion of this policy tool.

Integrated Planning & Site AssessmeniGrantsi The significant public
risk and investment taken on the Thea Foss was supported in large part
based on a community planning effort to ereat new vision for
revitalization of the waterfront. This model has helped lead to a state grant
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program that funds both environmental assessment as well as redevelopment
planning for brownfields. See Sectigh2for more discussion of this policy
tool.

Public Equity in Brownfieldsfi The local government acquisition of the
waterfront properties was key to changing the paradigm of the cleanup
process to a neighborhood revitalization effort. It has also positioned the
local government to potentially realizeeatl financial returns on its
investmentSee Sectioh6.6for more discussion of this policy tool.

4.2 Minneapolis-Saint Paul

The MinneapoliSt. Paul metropolitan area has taken a leadership role in
cleanup and redevelopment of brownfields that is nationally unique for its
local government leadership. The Twin Cities have developed a strong
partnership between their County, Parthority and Regional Government
Council to establish a dedicated environmental cleanup fund, acquire
brownfield properties, and target public investments

Dedicated Environmental Cleanup Fund In 1997, Ramsegounty

(which includes the City of St. Pastablishethe Environmental Response
Fundto create a local funding source for contaminated site cleanup. The
fund revenueare generated by a mortgage registry and deed0t@Q0df
percent of the principal amoufhe funds may be used for land adopns
remediation, site improvements, and indemnification. Public and private
entities are eligible to receive grants or loans from the fund. The funds are
intended to provide gap financing. To date, twesmtyclearup projects

have received rizironmenth Response Fund®taling $5.7million and
representing approximateB00 acresof remediated and redeveloped
brownfield property Note the program is scheduled to sunset in 3@&2
Sectior.6.1for more discussion of this policy tool.

Targeted Fundingd The Metropolitan Livable Communities Act
established financial incentives to support local governments in voluntarily
working toward regional planning goals of equitably providing affordable
housing, promoting infill development, &odding public infistructure to
support private sector investment. The Livable Communities Fund is
managed by the Twin Cities Metropolitan Council and consists of five
accounts designed to support different types of compact development
projects. The Tax Base Revitalizatiocto@nt supports cleanup and
redevelopment of brownfields. The account is funded by a legislatively
authorized levy capped at $5 million annually and is credited with cleaning up
over 1,700 acres of contaminated land.

Brownfield Acquisitioni The Saint Pawort Authorityhas played a lead

role in acquiring, remediating, and redeveloping brownfield properties. The
Port Authority is an economic development organization, whah
historically focused onverrelated commerc&hey currently control 17
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busines centers/industrial parks (13 complete and 4 currently under
development) in Saint Paul, almost all of which resulted from acquisition of
brownfield sites.The Port Authorityfinances projects from bond funds,
New Market Tax Creditgvenues derived fropast projectsax increment
financing TIF), and federal and state sources.

Tax Increment Financingfi Minnesota has adopt@dvariations on TIF

that specifically suppstibrownfields redevelopmerithe law permits the

original tax capacity (the frozentaval ue) t o bedowndduced
by the cost of cleanup. This provides for a greater increment to be generated
as the property is remediated and eventually redeveSgme&ectioh.65

for more discussion of this policy tool.

4.3 New Bedford

New Bedford, Massachusetts is one of the leading commercial fishing ports
in the United States. I n the 18000
fleets and textile mills. Through t
based on commercial fishingdandustry. This industrial history has left a
legacy of contamination in New Bedford Harbor as well as on upland
properties. The harbor was designated as a National Priorities List Superfund
Site in 1983The harbosuperfund site includes covers appratelyl 8,000

acres of the urban estuarywhere sedimerg are contaminated with
polychlorinated biphenyls (PCBs) and heavy matas.years of study,
targeted dredging of contaminated sediments began in 1994. The dredging of
high priority and strategieas continues on an annual basis and is expected
to be completed in 280 years.

s
h

The City of New Bedford has taken an active role in the Superfund cleanup
process and in promoting cleanup and redevelopment of brownfield
properties. The Cityds approach has
leveraging funding, and strategically poisigjo specific properties for
cleanup and redevelopment.

Partnershipgi The City has coordinated with its local Port and Economic
Development Council to plan for redevelopment and revitalization of the
harbor and community. It has engaged federal partcleding EPA and

the National Oceanic and Atmospheric Administration through the
oOoPortfieldsd6 program to bring increa

Leveraging Federal Fundingii The City has been successful in obtaining
numerous EPA brownfield assessgmand cleanup grants for specific
projects and has played a key role in obtaining federal funding for cleanup of
the harbor including approximately $30 million in American Recovery and
Reinvestment Act (ARRA) economic stimulus funds.

Brownfields Acquisitonii The City has taken title to a number of
brownfield properties in order to obtain grant funding for site assessment
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and cleanup. The City and its local partners have conducted a study to
prioritize brownfield properties based on economic redevelopotemtig)
and competitiveness for EPA grant funding.

In addition to these broad strategies, a number of specific policies and
programs have supported New Bedford in their effort to cleanup and
redevelop brownfields

Brownfields Remediation Tax Credifi This pogram allows work parties

to receive a credit on their state business or personal income tax based on the
cost of remedial actions. Because the tax credits are transfergistejtnon
organizations can take advantage of the credits &eeebectioh6.5for

more discussion of this policy tool.

Pooled Environmental Insuranc& Massachusetts has established an
insurance program to provide management of risks rela@utdmination
liabilities at a discounted priSee Sectioh.6.4for more discusamoof this
policy tool.

4.4 Milwaukee, Wisconsin

Milwaukee has a lostanding and weakgarded brownfields program that

has served as a model EPA Brownfields Showcase Com&inoéyl990,
Milwaukee has been actively involved in at least 87 brownfield
redeelopment projects. Successful redevelopment projects have included
manufacturing, residential, retail, and commercial projects. The City of
Milwaukee has invested over $21.7 million in the testing anrdpclefan
these properties. To date, $766.1 millforedevelopment investmemtda

3,384 jobs have been createdetmined as a result of these redevelopment
projects.

The Menomonee Valley Industrial Paskoften cited as model of successful
re-positioning of an older industrial center, now accommg@dgfif0 jobs

and serving as an example of sustainable industrial development, both in that
significant land has been preserved and in that a number of the new
businesses are green job producers.

Mi | waukeeds brownfield pr oolicy taots i s
including:

Tax Increment Financingi There are seven TIF zones just in the
Menomonee Valley Industrial ParklF is usually used to finance
infrastructure, cleanup, and site preparation to support new business
investmentMilwaukee has also sugsfally matched upderal Housing and
Urban Development HUD) Section 108 loans and TIE For the

1 Seehttp://www.renewthevalley.org/
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Menomonee Valley Industrial Parks was use@s the repayment source
for a $10 million HUDSection108 loan, liked to a $2 milliotHUD
Brownfield Economidevelopment Initiativgrant. See Sectiod.6.5or
more discussion of this policy tool.

Brownfield Acquisitionfi Milwaukee has directly taken ownership of key
parcels, such as the 135 acres for the Industrial Park. They have also
established authority t@ssst private buyers in acquiring tax foreclosure
properties through an expedited process.

Brownfield Remediation Tax Creditsfi Wisconsirhas eRemediatioax
Credit Program that grards50 percent credit fateanup projects located
within designated Conunity Development Zones (distressed ar8as).
Sectiord.6.3for more discussion of this policy tool.

4.5 Genesee County

Genesee County, Michigan (which includes the City of Flint) was able to
bring their rampant property abandonment problem under ctmboogh

the creation of the Genesee County Land Bank. The land bank is often cited
as a model use of lahdnking for brownfields. However, the land bank
broadly addresses vacant and tax foreclosed land; including, but not limited
to, brownfields. The halarks of the program are:

e Expedited foreclosure process;

e Disposition of properties according to a plan instead of a mechanical
bidding process;

e Elimination of tax liens;

e Use of tax increment financing to enable waitseralization.

The ug of TIF for crosscollateralization has been generally regarded as the
key to success. Michigan passed land bank legislation 1) defining any
property in a | and bank as a oObrown
(noncontiguous) TIFs for land banks. These two refoneant that all land

bank properties were eligible for TIF. The County then issued TIF debt
based on projected revenues from putting properties back on the tax rolls.
As many as 4,000 mostly fommtiguous properties were batched into these
TIF plans.This set the stage fetronger readfpr-redevelopment sités
generatelax revenue to cross subsidize sites that needed more upfront
investment (often demolition) in order to make them viable candidates for
new investmenitSee Sectioh 6.5for more discssion of this policy tool.

2Dan Kildee, presentation to the Northeéditwest Institute Brownfields Community Network, October 30, 2008,
availablenttp://nemw.org/images/stories/documents/geneseecdantbank. pdf
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4.6 Policy Tools

The review of modelommunitie across the counpyovides a framework

for how multiple policy tools are coordinated to create an effective approach
to brownfields. This section provides more detailed disco$specific

policy tools that have supported brownfield redevelopmené imakel
communities. Additionally, Poliogtions that have been recommended in
previous studies or workgroups related to urban infill and brownfields in
Portlandare reviewed in Sexti5.7

The discussion of each policy option is crafted to provide a brief overview
and summary analysis of the tools including the following elements:

Summanyii briefly describes the policy tool

Purposdi describes what policy tool is intended to achieve
Methodf outlines how the tool works and its key elements

Lead Entityi identifies public agency most suited to lead program
Advantages$i states the positive aspects of the policy
Disadvantages$i indicates the potential drawbacks of the policy.

The tools ee summarized in thable 51 and are individually described in
narrative.
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Table 5.1 City of Portland Brownfield Policy Tools Matrix

Updated June 26,2012

CHALLENGES
STATES / CITIES THAT
TOOL DESCRIPTION Financial | Liability ' |ndu|s;:¢| ~ [ superfund HAVE ADOPTED
NATIONAL BEST PRACTICTES
Dedicated Cleanup Establish a dedicated fund for cleanup and redevelopment of brownfields. The revenues X Washington, New
Fund (Section 5.6.1) of the fund could be generated from a large state bond or a fee. York, Michigan,
&Minneapolis-St.
Paul
Integrated Planning & Site [Establish a publically funded Brownfield Integrated Planning Grant to conduct X X Washington
Assessment Grants environmental assessments and support site-specific redevelopment strategies.
(Section 5.6.2)
Brownfield Remediation |Consider expanding the use of faxincentives, such asincome taxcredits for dollars spent X X Massachusetts
Tax Credit (Section 5.6.3) |on site investigation and environmental cleanup.

Pooled Environmental Establish a program that would decrease the transaction costs and reduce the cost of X X X Massachusetts,
Insurance (Section5.6.4) | purchasing environmentalinsurance to covers risk. Wisconsin, California
Tax Increment Financing | Improve existing TIF authority to provide greater support for brownfield cleanup and X X Wisconsin, Michigan,
Targeted to Brownfields |redevelopment. Kentucky as models

(Section 5.6.5)
Public Land Bank Establish a land bank to acquire contaminated properties (typically also foreclosed X X X Michigan
(Section 5.6.6) properties), manage and finance cleanup and redevelopment, and sell property back
into the private market.
Job Creation Tax Credits |Provide a taxbreak to developers based on the number of jobs provided by a X X Florida
(Section 5.6.7) completed development.
Build Market Demand Develop programs 1o link more risk tolerant investors and developers with brownfield X Pennsylvania, New
(Section 5.6.8) properties. Jersey, Ohio
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City of Portland Brownfield Policy Tools Matrix

CHALLENGES
STATES / CITIES THAT
Tool Description Financial Liability Industrial Superfund N
Airsion HAVE ADOPTED
PORTLAND-BASED POLICY OPTIONS
Public-Private Investment |Building on models being explored in the Community Investment Initiative, create a new X X
Entity (Section 5.7.1) entity to combine public and private funds and foster unique joint venture opportunities.
Historical Insurance Provide technical support to assist work partiesin making claims on historical insurance X X X
Support (Section 5.7.2) policies.
Reform Contaminated  [Modify tax assessment valuationrules toinclude time restrictions on the value reduction X
Property Tax Assessment  |associated with a cleanup liability to discourage moth-balling
(Section 5.7.3)
Model Purchase and Create a model agreement with indemnification language and distinctions between X X
Sale Agreement (Section | upland and in-water liabilities along with standard transferissues such as due diligence
5.7.4) period, timing of cleanup, warranties, and inspection period.
Federal Prospective EPA provide Prospective Purchaser Agreements, jointly with Oregon DEQ to provide X
Purchaser Agreements certainty and liability protection to innocent purchasers of contaminated properties
(Section 5.7.5) under federal Superfund Law.
CERCLA De Minimis EPA provide expedited settlement agreements for owners of properties that likely cause X
Settlements (Section minor impactsto the Harbor.
5.7.6)
(20f3)
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4.6.1 Dedicated Environmental Cleanup Fund

Summarnyii A state fund dedicated to cleanup of contaminated sites where
local governments are liable parties.

Purposéi Provde a robust source of public funds to subsidize cleanup of
sites where a local government has liability.

Method--Oregon Stateand the City of Portland currently have several
funding programs for brownfields including

e Brownfield Revolving Loan Fund
e Orphan 8e Account

e Sijte Assessment Funds

These funds aramited in their financial capaciBgeveral other states, like
Michigan and New York, have passed large bond measures to support
environmental cleanllWa s hi ngt on St vehichevaspasset lgya n u p
voter initiative included a fee on the wholesale value of hazardous
substances, including petroleum, at a rate of $7 per $1,000 of wholesale
value. The funds are used to support hazardous waste cleanup and
prevention activities. The hazardous substantedagenerated over $100
million per year in revenues in the last five years. This high level of funding
has been driven almost entirely by the high price dheilTwin Cities of
MinneapolisSt. Pauldemonstrate how a local government can establish a
cleanup fund. Ramsey County has been authorized by the state to collect a
mortgage registry and deed tax to establish a fund to provide gap financing
for brownfield. The use of the fund is very flexible and can cover
remediation, site improvements, and imifgsation associated costhie

Twin Cities Metropolitan Council also manages a cleanup loan and grant
fund that is funded through a property tax levy.

The Oregon constitution includes a provision that prohibits the use of a fuel
tax for any purpose lor than transportation, so the Washington State
model would have limited effectiveness. MimaeapolisSt. Paul approach

may provide a model aftax revenue streahat couldsupport brownfield
cleanup and redevelopmehhe large bond model malsobe applicable

for Oregon.

Lead Entityi Large cleanup funds are typically approved and managed at
the state level. However, local jurisdictions, such as MinrR8apBhsi|
have established funds as well

Advantages

¢ Increases financial capacity for conducteanups
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e Provides state or local control of funds in contrast to competing with
priorities of federal funding

Disadvantages

e Challenging economic and political conditions for establishing a new
tax or issuing large bonds

e Competition with other funding prities (such as infrastructure,
education, salmon recovery, etc.)

4.6.2 Integrated Planning & Site Assessment Grants

Summanyi Integrated planninggrans support environmental site
assessments to understand cleanup needs, and also fund studies to support a
sitespeific redevelopment strate@gigible planningcostsinclude: market
assessment, land use analysis, infrastructure assessment, geotechnical
assessment, site planning, and property appraisal.

Purposdi Thesegrants help communities conduct due diligenaeebef
investing in contaminated properties and crea@eaelopment vision and
strategyhat can drive the cleanup

Methodii Integrated Planning Grants are managed by the Washington State
Department of Ecology. The states of New York and New Jersey have also
established grant programs to help communities plan for redevelopment of
brownfield properties. These grants can focus on an individual property or a
neighborhood or area impacted by multiple brownfields. In each of these
states grants are available tallgovernments, including special purposes
districts, with little or no matching fund requirement.

Lead Entityid State or local government.

Advantages

e Creates the opportunity for more local governments to play
leadership roles in redevelopment of abandaemel@rutilized, and
contaminated properties while minimizing financial risk to local
communities.

e Provides resources to smaller communities that otherwise would lack

the capacity to take on important cleanup and redevelopment
projects.

Disadvantages

o Creaes greater demafat public brownfield funds
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¢ Not applicable to brownfield redevelopment projects led by private
parties.

4.6.3 Brownfields Remediation Tax Credit

Summaryi Income tax credit for costs of conducting site investigation and
environmental cleanup.

Purposéi Remediation tax credits provide a financial incentive that is
dependable, predictable, and substantial. They can be designed to be
applicable to both private and public sector entities.

Methodii The mechanics of how tax credit programs operatamwaiygy
the 13 states that have adopted this type of pdiig. major policy
elements include:

e Cap on the overall total financial capacity of the prqgtenm as an
annual limit on the total tax credits that can be allowed)

e Limits to credit available for an individual project

e Transferability of the tax crehbility to transfer or sell the credit to
another party which allows a party to generate upfront capital)

e Eligible costs (limited to cleanup or inclusive of siterptEpaor
other redevelopment expenses)

e Needs testing (requiring that a project meet certain criteria to be
eligible for the tax credit)

e Links to certain public benefits, such as job creatiomestment in
distressed areas (as requirements for éjigdniliincentives for
greater magnitude of tax credit)

Generally, the programs that offer the possibility of greater subsidy of
redevelopment costs (not just cleanup) also have more needs testing and
overall program caps, and, consequently, the taxscfadirom automatic.

New York, Connecticut, lowa, and Missatgiin this category.

At the other end of the spectrum are state programs that are fully automatic
but are limited by per project ceilings (Mississippi, Colorado, lllinois, Florida,
and Kentuky), and are therefore unable to offer a substantial inducement
for larger more complex cleanups.

3 Redevelopment Economics, Chart of State Brownfields Tax Credits, see
http://www.redevelopmenteconomics.com/yaho@ siimin/assets/docs/State_Tax_Credits_chart
_7-11.208190334.pdf
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Several states (Wisconsin, New York, and New Jersey) do not make their
credits transferable, which means thatpmofits cannot benefit, and many
developerwith limited tax liability cannot take advantage of the incentive.

Massachusetis theonly state that offers a brownfields tax credit with the
combination of being: 1) fully automatic; 2) fully transferable; and 3) not
subject to per project ceilingilbe Massachusetts program is also a model in
that unrestricted use cleanups are rewarded (a 50 percent credit for
unrestrictedise cleanups versus a 25 percent credit for restricted use
cleanups). The program is also restricted geographically to Massachuset
designated Economically Distressed Areas.

A draft report on the impact of the Massachusetts Brownfields Tax Credit
(BTC) being prepared by Redevelopment Economics outlines the impacts of
44 completed projects (representing between 50 and 65 pedéndof
credit projects):

e $54 million in tax credits have helped leverage $2 billion in
brownfields investments, a leverage ratio of $37/other funds to
$1/BTC. All BTC investments are in stdesignated Economically
Distressed Areas (a statutory reqmerd) so all investments assist
struggling communities and neighborhoods.

e The stateds investment in BTC cre
10 years of operation. That is, state tax revenues derived from initial
construction and from ten years of tbe-going impacts of
businesses locating at BTC sites exceed the initial BTC investment by
a factor of more than six to ohe.

Lead Entityid State

Advantages

e Provides a financial incentive for private investment in brownfields
during a down economic cycle

e Creates a financial incentive that does not require establishing a new
tax or fund

e If properly crafted, implementation of tax incentives requires few
state staff resources.

4 Seehttp://www.mass.gov/dep/cleanup/bfhdout2.htm
5 This calculation counts only direct impacts (not muHij@i@éred impactshd does not count the retail businesses
attracted to BTC sites.
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4.6.4

Disadvantages

e Potential impact on state budget

Pooled Environmental Insurance

Summawyi Publicly supportegrogram that would decrease the transaction
costs and redugeemiums foenvironmental insurance

Purposéi Like standard insurance policies, environmental insurance is a
tool to manage riskEnvironmental insurance policiesfeequently used in
brownfield transactions, but because they are individually scripted for each
project, the transaction costs can be a barrier. A publicly supported program
can nake environmental insurance policies more widely avaitable
Portland, an revironmental insurance program could drafed to
specifically addressks and uncertaintyelated to thePortland Harbor
Superfund site.

Methodi There are several options for a public role to facilitate the use of
environmental insurance that couldeffective for addressing brownfield
challenges in the Metro area. These include:

PreSelected InsurérsTo reduce the transaction costs of environmental
insurance and make it more accessible for smaller sites, thePstdtanor

could preselect brokerer insurance carrierShe states of Massachusetts,
Wisconsin, California, and Ohio currently offer this type of progham.
program could offer cost cap insurance, pollution legal liability insurance, or
blended risk policies. The insurers would estatisadard guidelines and
template policies to make the process of drafting and executing a policy more
efficient. For the privilege of having business directed to the insurers, they
could agree to a discounted premium cost (the states of Wisconsin,
Califania, and Ohio programs both provide 10% discounts).

Another approach to reducing the premium ¢ests the public agenty

subsidize the insurance premiums. For example, Massachusetts covers 50
percent of the premium costs of eligible projects (with a $50,000 limit for
private projects and $150,000 limit for publicly sponsored projéets).
California program is also awihed with a 50 to 80 percent subsidy, but the
subsidy aspect has not been funded for several years.

In 2009, the Massachusetts program reported that, overyibar 1fe of

the program, $6.6 million in state funds had assisted 330 grajgotsun
created7,000 jobs and $4.1 billion in new investment. The Ohio, California,
and Wisconsin programs are both more recent and less aggressive; so impact
numbers are likely more limited.

Public Insurance Pdolin this model, the state @ity of Portlandwould
allow project proponents to make a payment to the government as closure
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for tailing environmental liability. The government could in turn use those
funds to buy insurance policies to cover a pooled group of sites. This method
of contribution to reactlosure is similar in principle to the current program
addressing contaminated sediments in the Columbia Slough. A pooled
insurance model could be particularly effective in the Portland Harbor. The
program could allow for small contributors to the Partlakarbor
Superfund site (those only connected to the Harbor through stormwater
discharge) to reach closure ahead of the final federal settlement. Upon
completion of upland cleanup actions and implementation of stormwater
best management practices, thegsavtould pay a premium that funds the
environmental insurance. If the EPA or other potentially liable parties seek
contribution from that party, the claim would be directed to the
environmental insurance policy.

Lead Entityi Stateor City of Portland

Advantages

e Makes environmental insurance more broadly available which can
provide the risk management to facilitate brownfield projects.

¢ Lowercostenvironmental insurance premiums

e Prenegotiated policy terms toeduce transaction costs and
timeframes

e Sreamlined underwriting process

Disadvantages
e Potential public costs to support the program

e Public takes on some measure of risk in the Public Insurance Pool
model

4.6.5 Brownfield Focused Tax Increment Financing

Summarnyi Modify existing TIF policy to provide grer support to
brownfields including:

e Making brownfields outside of urban renewal areas eligible
e Exempt brownfield projects from land and tax base TIF limits
e Augment local TIF revenues with state funds

e Use TIF to support an environmental insurance pool
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Purposai TIF has been an important financial tool to support a number of
brownfield projects in Portland. There is potential for TIF to be refined to
be an even more effective tool for promoting brownfield cleanup and
redevelopment utilizing concepts adoptedher states.

Methodfi Most of the potential modifications to TIRvould require
legislative changesrewising criteria for property tax evaluations. However,
some proposals might be advanced through administrative mechanisms.
Several specific potentialodifications forusing TIF for brownfields
redevelopment in Oregame presented below.

Urban Renewal Plan Exceptiorhe urban renewsdlated requirements
dictate that TIF is used only for area redevelopment, not for the
redevelopment of isolated oraimndividual/brownfield siteSome states,
such a®Visconsinmake an exception so that brownfields sites can use TIF
without the urban renewal plan requirement. In Oregon a statutory change
would be required to create a similar exception, but thtewesld mean

that numerous brownfield sites could potentially make use OMaié.
subtle, limited changes to support isolated or small sites could ihclude
limiting brownfield TIF to sites that have been vacana foertain time
period and/or, 2) linting brownfields TIF expenditures to cleanup and site
preparation not infrastructure or vertical development.

Land / Tax Baséimitation The limitation that localities may not designate

TIF districts for more than 15 percent of their land or 15 pevtéheir
assessable base in TIF districts may hamper TIF redevelopment, particularly

in Portland. Several states have made exceptions to debt limitations for
brownfield TI F projects. For examp
Environmental Remediation Flprogram are not subject to the general
requirement that TIF districts not exceed 15 percent of the equalized value.

If this exception is not feasible, thdme tsame potential compromises
referencedbr the urban renewal plan could apply to the limigation

State Revenues Dedicated to Assist Projects that Meet State Objectives
Oregondoesnot currently dedicate state revenues to supplement local TIFs.
Someti mes dubbed oO0super TIFs, 6 the g
very significant difference in gépancing, and the logic of the state
committing funds to support projects that meet state objectives is
indi sputabl e. One of the best exampl
Projects, 6 defined as mi xed use rec
minimum $200 million investment and can be demonstrated to create net
positive economic and fiscal impacts to the State.

TIF _and Environmental Insuranc€onsideration should be given to
developing a proposal to tie together TIF and environmental insurance. See
discussion in the Pool&divironmentalnsurance sectian

CAWINDOWS\ Temporary Internet FileGontent.Outlook7YJDGPQH Rd-Portland Brownfield Assessm@&atk 34 Report 062712.ddtAGE 52



Lead Entityfi State legislative change, implemented by Portland and other
local governmesit

Advantages

e Expands a financial incentive program that has a track record of
effectiveness

e Provides funding source to support puticate partnerships and
leverage outside investment

Disadvantages

e Current market conditions create risk that incrememtaktenue
generation may not meet expectations

4.6.6 Public Land Bank

Summarnyii Establish a regional or statewide land bank to acquire
brownfield properties and position them for redevelopment.

Purposédi Provide patient capital to cleanup and reposition prop#riy wi
the context of a longerm plan.

Methodii Land banks can provide an entity with the resources and long

term perspective to acquire and reposition constrained properties. Land
banks are usually created to manage the orderly disposition of property that
has come under local government ownership, most often through tax
delinquency. The disposition process is governed by community plans rather
thantheshors i ght ed tendency of | ocal agen:
of f our books . 6 rdTdmmunityrpiarening raeans ¢that t o w
many land banks also selectively acquire properties in order to address blight

or to assemble properties that can be redeveloped under the unified plan.

Brownfields are a sidet of these vacant properties. However the
brownfieldsland bank connection is not necessarily an easieyseto
successful redevelopment of brownfields thraughdanksclude

e Providing liability protections for the land bank.

e Provide special powers to clear title and liens on property to make
them more attractive for the private market

e Establish financing strategy to support cleanup costs. For example,
Michigan land banks have made use of a state authority to use tax
increment financing for brownfields. That is, all land bank properties
were, m effect, designated as brownfields in order to qualify for tax
increment financing. Then, large batches of properties were included
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in noncontiguous TIF districts, and the sale of the most marketable
properties created a revenue source to finance enmois to the
more difficult properties.

Lead Entityfi State, County, or City (establishing a separate land bank
entity)

Advantages

¢ Creates an entity that is eligible for public funding to take ownership
of constrained properties

e Provides patient capitaldalongterm vision for redevelopment of
challenged properties

e Establishes an alternative to local governments taking title of
contaminated properties through tax foreclosure

e Potential synergy with state Orphan Site cleanup program

Disadvantages

e Requires atitional public investment in challenging budget climate

4.6.7 Brownfield Jobs Tax Credit

Summarnyi Provide a tagreditto developers based on the number of jobs
provided by a completed development.

Purposéi Providea financial incentive for brownfield redevelopment that is
directly linked to job creation and economic benefits.

Methodii Thispolicy would require state legislation for implementation. In
2011, Oregon legislators considered a bill that would provide job tax credits
for completed brownfield projettsf the legislation had been approved,
participants in the DEQ Voluntary Cleamurpgram (VCP) would receive a
$1,000 credit per job for a taxpayer who creates 25 or more jobs during a
removal or remedial action.

Similar suggested legislation has proposed that participants of the VCP
receive a $5,000 tax refund for each new joledriwtt exceeded average
annual county wage and $2,500 tax f
incentive would only apply for ftithe jobs created in Oregon.

6 House Bill 2949, P8regon Legislative Assembly, 2011 Regular Session
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The job credit would be approved following the verification of jobs and
awarded as a refundig out of taxes paid by entities to the State, including
corporate taxes. Refunds would be distributed annually with no more than
25% of the approved total bonus refund to be paid in a single fiscal year.
DEQ would be responsible for certifying eligible gayers for the credit

prior to redevelopment.

This proposal is similar to jobs tax credits that have proven to be effective in
other states. Florida, for example provides a $2,500 tax refund for each new
job created in a designated brownfield redeweltparea.

Lead Entityii State

Advantages

e Provides a financial incentive for private sector investment directly
tied to economic benefits of a project

Disadvantages

e Potential impacts to state finances. This concern would need to be
studied.

4.6.8 Build Market Demand

Summaryi Develop programs to link risk tolerant investors and developers
with brownfield properties

Purposéi Highlight and promote brownfield properties in order to educate
investors about tools available to support cleanup and redevelopment of
theseproperties and to mitigate potential stigma.

Methodii A program to build market demand could function like an
extension of Oregonds I ndustrial Sit
site database. Portland, the Portland Development Commission, and/or
Busness Oregon could develop a listing service that targets brownfield sites
with development potential. The New Jersey SitéavidrPennsylvania Site
Searchwebsites provide useful examples. The government agency would
maintain the listing and activelyrke and promotes these sites to
prospective investors and business site selectors. Brownfields could be one
subset of sites currently in the Industrial Site Certification and Prospector
programs, or it could be a statdne initiative.

" See http://www.njbrownfieldsproperties.com/Default.aspx

8See ttp://pabrownfields.pasitesearch.com/
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Specialized wortkgps or events could be held with developers that have
experience with brownfields to introduce them to available brownfield
properties that are considered to have strong market potential or that may be
catalyst sites that support neighborhood revitatizftorts.

One special focus of this effort could be creating an easily accessible
compilation of existing environmental information on properties in the
Portland Harbor. The perception of potential contamination in this area
often exceeds the realitykobwn issues. Providing access to environmental
studies may help dispel stigma and misperceptions and provide potential
purchasers with enough confidence to invest in this area.

Lead Entityfi State Portland, or Portland Development Commission

Advantages

e Requires relatively limited investment of public resources, but
potentially drives significant private investment

Disadvantages

e Potential liability concerns may make property owners reluctant to
promote the parcels.

4.7 Portland-Based Policy Options

Portland has strong tradition of planning and policy development around
urban infill development and brownfields. Portland was designated as a
brownfield showcase community by the EPA in 1998. With federal support,
Portland conducted an initiative to stumbw to promote cleanup and
redevelopment of brownfields in the state. That effort led to the creation of
the Portland Brownfield Program with
Services. Since the Portland Harbor was designated as a Superfund site in
2001, there have been several studies of the challenges to redevelopment in
that area and potential policy solutions.

These brownfield efforts fit into the context of broader planning to promote
infill development and adaptiveuse of industrial land, $uas the
Economic Opportunity Analysis for the City Comprehensive Plan and the
Community Investment Initiative.

Based on those studies and the professional experience of the Advisory
Panel, City staff, and the consulting temmumber of potential policy
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solutions that are unique to Portland have been developed including the
following.

4.7.1 Public-Private Investment Entity

Summaryi Create a pubhprivate éinding partnership entity thavests in
infrastructure and brownfield remediation to provide viableseib each
participating sector

Purposdi Establish a mechanism to leverage public and private resources to
meet theestimated $27 to $40 billion infrastrucfureding need in the
Portland metropolitan areager the nextwo tothree decade8rownfidds

are recognized dseing one type of constraint on redevelopment of
employment lands in Portland that is related to infrastraballenges.

Methodi This concept has been proposed by the Community Investment
Initiative, a group of public and privageter leaders seeking mechanisms to
overcome infrastructure challenges, including those related to brownfield
remediation. The publieprivate partnership for infrastructure funding
concept is still under development by the Community Investment Initiative.
The details of how the concept could be implemented, including how the
funding entity would be structured and how projects would be prioritized
have not yet been determined.

Lead Entityfi Publieprivate partnershipcluding the City and/or Metro
Advantages
e Leverages private resources with public investment

e Potential to significantly increase financial capacity to support
infrastructure repair and improvement as well as environmental
remediation

Disadvantages
e Createsdditionalemand on public resources

e Potential issues with lending of public credit to private parties would
need to be resolved

¢ Remediation of brownfields will need to compete with infrastructure
projects for funding.

9 Metro. 2008. &gional Infrastructure Analysis.
http://library.oregonmetro.gov/files/regionalinfrastructureanalysis.pdf
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4.7.2 Historical Insurance Recovery Support

Summanyil Provide staff or contractoexpertise to support parties in
submitting a claim on historical insurance policies for environmental impacts.

Purposéi Engage insurance companies to support site investigation and
cleanup of contamination that occurred under operations that held
comprehesive general liability policies.

Methodii Oregon DEQ provided support through a contractor that
specializes in insurance archaeology to submit claims against historical
insurance policies. This service was managed through State and Tribal
Response Progranuniding from EPA. That particular grant has been
expended, but DEQ is considering including insurance archaeology as an
expertise to be provided under its prime contractors for environmental
services. This service could be provided by Portland eitheh thraffigpr
contractor as well. The insurance archaeology service could be provided as a
feefor-service payable upon settlement with the insurance carrier as a way to
minimize expenditure of public resources.

Before the mid980s, commercial general litgbpolicies did not contain
exclusions for liabilities caused by environmental damage. Therefore, cost
recovery may be pursued from historical insurance policies that were in place
when pollution occurred and that covered the property owner, operators, o
other potentially liable parties. Historical insurance recovery requires a
commitment of time and resources, but is becoming a standard industry
practiceOregon state law and court decision precedents make it one of the
most favorable states in the omtfor substantiating environmental claims

on historical insurance policies.

Making a claim on an historic insurance policy requires substantiating
information of a liability and proof of coverage during the period of the
environmental release. It is tgfhicrecommended to work with an attorney

to make an historical insurance claim, but there also can be a large amount of
document research needed to provide proof of coverage.

Lead Entityii State oPortland

Advantages

e Brings new resources to supportisitestigation and cleanup

Disadvantages
e Successful settlement of claims is not guaranteed

e Potential opposition from insurance carriers
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4.7.3 Reform Contaminated Property Tax Assessment

Summarnil Revise the current property tax assessment criteria for
contaminatedites by setting time limits for tredue reductiowhereby lack

of remedial action by the property owner resultglinmnishing tax
reductions over time

Purposéi Limit the tax reduction because it creatafisimcentive for
cleanup andcedevelopment

Methodfi Currently, owners of contaminated sites are able to secure
significant reductions in their property taxes based on the impact
contamination has on a siteds value
reductions in taxes can last a long time and aasitaahbe remediated for
decades. This situation not only adds to the burdens of local governments
and schools by diminishing their financial resources and consequently their
services, but also tends to hamper development potential for nearby
properties.

The administrative rule establishing procedures for assessing property taxes
includes a methodology for valuing contaminated properties 18AR
308.205E)). This methodology currently discounts the assessed value of
contaminated properties based on the estimated cleanup cost, redevelopment
constraints, and financing implications. The administrative rule could be
amended so that this discount diminishes over timeasAnable period for

the discounshould be establishdigiat is long enough to be realistic for
property owners to conduct remedial actions, but short enougbctiaradge
mothballing of properties. This change could be implemented in a bundle
with otherprograms that enable property owners to access funds and/or
reduce ongoing liability for clegm

Lead Entityid Oregon Department of Revenue

Advantages

e Potentially removes a financial disincentive to take a contaminated
property through the cleanup process.

e By revising to include a time limit, reforms could maintain the
important tax break for property owners while they work through
remediation.

Disadvantages
e Reforms to the tax code will require political support and

prioritization at state legislative le@ad may encounter resistance
from affected property owners.
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4.7 .4 Model Purchase and Sale Agreement

Summarnyi Create a model agreement with indemnification language and
distinctions between upland andaimd water liabilities along with standard
transfer isswesuch as due diligence period, timing of cleanup, warranties,
and inspection period.

Purposéi Purchase and sale agreements between buyers and sellers of
contaminated properties can be a-titense and variable proc&a®ating
a model could reduce thmé and cost associated with

Methodii A model purchase and sale agreement could include

e A menu of available government incentives that could apply to
offset  environmental remediation and infrastructure
improvements, and implementation of green buildind
sustainability initiatives:

e Provide practical indemnification language for addressing past
and future liabilities

e Provide language that differentiates and addresses upland and in
water environmental liability and cleanup

e Provide language that will askdr standard transfer issues (e.g.
price, inspection period, down payment, due diligence period,
reps and warranties, timing of cleanup and closing)

Lead Entityfi Business Oregon (??)

Advantages

e Potentially a lowost solution to help facilitate propertypsections.

Disadvantages

e Property transactions are not typically uniform in detail and
conditions. The model agreement may help, but negotiation and
adaptation may be required.

4.7.5 Federal Prospective Purchaser Agreements
Summarnyi EPA could provide ProspectiPeirchaser Agreements (PPAS)

jointly with Oregon DEQ tgrovide certainty and liability protection to
innocent purcleers of contaminated properties under federal
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Comprehensive Environmental Response, Compensation, and Liability Act
(CERCLA, aka Superfubhdw)

Purposéi Provide a mechanism for innocent prospective buyers of
properties near the Portland Harbor Superfund site to obtain liability
protections ahead of the final settlement and allochikenthe Oregon

state PPAs, this tool provides certathgt can be critical for financing
redevelopment projects and for bringing in new financial resources to fund
cleanup actions.

Methodii EPA has the authority under CERCLA to execute Prospective
Purchaser Agreements. The 2002 Brownfield Amendments irrciBded

Fide Prospective Purchaser (BFPP) defense tool with the purpose of
providing a legal liability defense based on an innocent party conducting
adequate due diligence and taking appropriate care and precautions on a
property. EPA intended that the BFtR®ense would serve the same role as
Prospective Purchaser Agreements without requiring significant agency
involvement. However, the BFPP defense has been challenged in court and
appears to have limitations rooted in the subjective definition of treelue c
provision¥.

In recognition of the special circumstances around the Portland Harbor,
EPA could make a policy decision to enter into prospective purchaser
agreements in this area. Eligibility for a prospective purchaser agreement
could be limited to pperties not located immediately adjacent to areas of
contaminated sediments. To make implementation of this tool efficient, EPA
and DEQ could establish a model prospective purchaser agreement for
properties in the Harbor area based on existing stateate=mmplhe
prospective purchaser agreement would need to be executed by both EPA
and DEQ to provide sufficient liability protection.

Lead Entityd Federal

Advantages

e Provides strong incentive for redevelopment of property near the
Portland Harbor without siiicant public investment.

Disadvantages

¢ Requires commitment and staff resources of EPA.

10SeeAshley Il of Charleston, LLC vs. PCS Nitrogen. d@éeision sets a high bar for compliance
with the due diligence and due care requirements that are connected to the BFPP defense.
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4.7.6 CERCLA de minimis Settlements

Summanii EPA provide expedited settlement agreements for owners of
properties that likely cause minor or insigniftceattte PortlandHarbor.

Purposéi Since the Superfund Site designation is based on contaminated
sediments in Portland Harbor, there is a perceived potential for liability
related to any property that could convey pollution through stormwater,
groundwater, or other pathwagsthe Harbor. This perception has had a
chilling effect on property transactions around the Harbor. Providing
settlements for properties that are located in the drainage basin for the
Harbor, but can be demonstrated to likely have only minor potential
cortribution to sediment impacts would relieve that concern.

Methodfi EPA has the authority under CERCLA poovide de minimis
settlementsor parties that have a small share of cleanup liability. To date,
EPA has been reluctant to provide these settlements in the Réatibod
Broader use of this existing tool could expedite cleanup and redevelopment
of a large number of properties that lacated within the contributing area

to the Superfund site, but that have had small impacts are only linked to the
Harbor through the municipal stormwater system.

Lead Entityi Federal

Advantages

e Provides strong incentive for redevelopment of propeaty the
Portland Harbor without significant public investment.

Disadvantages

e Requires commitment and staff resources of EPA.
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APPENDIX A

FINANCIAL PRO FORMAS
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The following pagescludetables with pro forma inputs and results for each
of the typologies considered with this draft financial feasibility analysis.

Data Inputs and Assumptions

The first two tables provide assumptions as applied to the resulting pro
formas, notably:

¢ Data inuts and assumptions that may vary by building or use type
but are otherwise common to all brownfield typologies

e Assumptions and inputs that vary between building typology
Pro Forma Worksheets
The remaining worksheets are organized to present pro forysisdmal
typology with added alternatives reflecting anticipated development use and
level of brownness. A total of 32 alternative pro formas are provided with
the pro forma worksheets.
The worksheets are provided in the following order:

e Downtown HighDensity

e Mixed Use Hub

e Main Street Commerc(differentiated between Main Street west and
east of 82 Avenue)

¢ Central City Industrial

e Industrial (covering Standard Industrial, Superfund Shadow and
Harbor Waterfront)
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Table Al. Data Inputs & Assumptions @mmon to All Typologies

All Typologies
Average High Low  Sources / Notes
Site Use Intensity (FAR)
Build-Out FAR - w/o mixed use Per EOA, March 2011, rounded
Build-Out FAR - w/mixed use
Residential Share w/Mixed Use Adapted from EOA

Cost Parameters per SF Land Area

Market Rate Land Value (RMV) Vacant/unconstrained sites as of 2011 (except He
Shown as less of unconstrained vs. brownfield R
composite used for typologies 6+7 is $2.80 per sf

Brownfield Land Cost (RMV)

Brownfield Remediation $6.00 $16.00 $1.50 Per MFA, from 88 property data base

Demolition $6.75 $8.50 $5.00 EDH comps ind Gresham/Metro, Spokane 2010/

Site Preparation $4.50 $6.00 $3.00 EDH comps ind Gresham/Metro, Spokane 2010/

Parking (at grade) $9.00 $12.00 $6.00 EDH, from Gresham, Spokane w/low adjusted
Parameters per GSF Building Area Based on RLB, Quarterly Construction, 2012 2nd

Building Construction: Top range of all reduced by $5 per sf, more for off

Manufacturing / Warehouse $85.00 $105.0C  $65.00 For industrial/warehouse space (low < RLB $75 F

Flex / Business Park $107.0C $130.0C  $84.00 Reflects 50/50 industrial/office rates, 60/40 @ low

Office Commerdal $155.0C $195.0C $115.0CHigh prime, low secondary (w/top rate reduced $

Retail $145.0C $190.0C $100.0CHigh center, low strip

Residential $150.0C  $190.0C  $110.0C Multi-family low-high (with high adjusted down)

Structured Parking $85.00 $105.0C $65.00 Low is above ground, high for below, avg either

Other (non-income) $110.00 Estimate for common area as with residential

Tenant Improvements (as % of Bldg):

Manufacturing / Warehouse - Separately installed by business occupant

Flex / Business Park -

Office Commerdal 15% $30 for Class A; $15-$30 for older per Kidder-Mat

Retail 20% Up to $40 for high cost space

Indirect Soft Cost Rate (Single Usg) 30% 35% 25% Low ind/ret, avg for all but MU, add 5% high brov
Indirect Soft Cost Rate (Mixed Use) 35% 40% 30%

Rental Rates
Rental Rates per SF Annually

Manufacturing / Warehouse NBS 4Q11; CBRE, CoStar 2009 EOA & showcas:
Flex / Business Park NBS 4Q11; CBRE, CoStar 2009 EOA & showcas!
Office Commeradal NBS 4Q11; CoStar 2009 EOA & showcase.com
Retail NBS 4Q11; CBRE, CoStar 2009 EOA & showcas!
Added Rate Notes:

Residential Rate per SF/Month MMHA; Internet research

Parking Structure Rate per Month Internet market comps, residential-office (non-ret:

Operating Expenses Ratios
Operating Expense Ratios (% of GOI):

Manufacturing / Warehouse 8%

Flex / Business Park 9%

Office Space (full service) 25%

Retail 10%

Added Expense Notes:

Annual Residential Expense/NSF MMHA, 2011/12, newer urban/garden apts Mult (

Annual Parking Garage Cost/Space Rick Williams, for non-retail space, unattended
Capitalization Rates ULI Emerging Trends 2012 (forecast for 12/12)

Manufacturing / Warehouse 7.00% 7.00% 7.00%(all rates rounded)

Flex / Business Park 7.25% 7.50% 7.00%

Office Commerdal 7.25% 8.00% 6.50%Low for central city, high for suburban

Retail 7.00% 7.50% 6.75%Low for reg'l mall, avg neighborhood, high power

Residential 5.75% 6.00% 5.50%Low for high income, high for moderate income

Mixed Use 7.00% 7.50% 6.50%Banded range from above for resid / commerdal

Sales Valuation (of Owned Components)
Condo / Townhome Price / NSF Based on RLIS average 2000-12 YTD sales data
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Table A2. Data Inputs & AssumptionsVaried by Typology

1. Downtown 2.Mixed Use 3a.Main St 3b. Main St 4. Central 5.Standard 6. Superfund 7. Harbor

High Density Hub Comml-West Comml-East City Indus Industrial Shadow Waterfront

Site Use Intensity (FAR)

Build-Out FAR - w/o mixed use 5.50 0.75 0.50 0.40 1.25 0.40 0.35 0.35

Build-Out FAR - w/mixed use 11.00 3.00 1.00 0.80 NA NA NA NA

Residential Share w/Mixed Use 50% 75% 50% 50% NA NA NA NA
Cost Parameters per SF Land Area

Market Rate Land Value (RMV) $100.0C $18.00 $21.00 $15.00 $27.00 $8.00 $7.00 NA

Brownfield Land Cost (RMV) $75.00 $18.00 $21.00 $15.00 $25.00 $4.50 $1.50 $5.00

Brownfield Remediation $100.0C $18.00 $21.00 $15.00 $27.00 $8.00 $7.00 NA

Rental Rates
Rental Rates per SF Annually

Manufacturing / Warehouse $12.00 $9.00 $9.00 $9.00
Flex / Business Park $17.50 $12.00
Office Commerdal $33.50 $25.00 $25.00 $20.00 $25.00
Retail $27.50 $25.00 $27.50 $22.50
Added Rate Notes:
Residential Rate per SF/Month $2.25 $1.60 $1.70 $1.30
Parking Structure Rate per Month $175 $50 $75 $50 $90
Operating Expenses Ratios
Added Expense Notes:
Annual Residential Expense/NSF $5.50 $4.15 $4.15 $4.15
Annual Parking Garage Cost/Space $250 $200 $200 $200 $200

Sales Valuation (of Owned Components)
Condo / Townhome Price / NSF $375 $200 $275 $150
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Table A3. Financial Pro Formad Downtown High Density

Typology 1. Downtown High Density
Use Type Mixed Use Office-Retail
Brownfield Cost Mid Cost Low Cost Mid Cost Low Cost
Site Use Intensity (FAR)
Current Development 2.00 2.00 1.00 1.00
Net Added Development 9.00 9.00 4.50 4.50
Total @ Build-Out 11.00 11.00 5.50 5.50
Building Footprint % of Site 90% 90% 90% 90%

Anticipated Development Use
Manufacturing / Warehouse
Flex / Business Park

Office Commerdal 20% 20% 50% 50%
Retail 5% 5% 20% 20%
Residential 50% 50% -- --
Structured Parking 24% 24% 25% 25%
Other (non-income) 1% 1% 5% 5%
Total Building Area 100% 100% 100% 100%
Rental as % of Residential 50% 50% -- --

Development Budget
Parameters per SF Land Area

Market Rate Land Cost $100.00 $100.00 $100.00 $100.00
less Brownfield Discount -25% -25% -25% -25%
Adjusted Site Cost $75.00 $75.00 $75.00 $75.00
Site Development $23.00 $23.00 $14.50 $14.50
Brownfield Remediation $6.00 $1.50 $6.00 $1.50
Indirect Soft Cost Rate 40.0% 40.0% 35.0% 35.0%
Parameters per GSF Building

Land Acquisition $6.82 $6.82 $13.64 $13.64
Site Development $2.09 $2.09 $2.64 $2.64
Brownfield Remediation $0.55 $0.14 $1.09 $0.27
Building Construction (w/TIs) $145.00 $145.00 $160.00 $160.00
Other (project cost) - - - -

Indirect (Soft) Cost $58.84 $58.84 $56.92 $56.92
Total Development Cost $213.29 $212.88 $234.29 $233.47
Cost per SF Land Area $2,346.20 $2,341.70 $1,288.58 $1,284.0¢

Operating Budget (per GSF)

Annual Gross Income $14.10 $14.10 $20.70 $20.70
less Vacancy $(0.85) $(0.85) $(1.25) $(1.25
Gross Operating Income $13.25 $13.25 $19.45 $19.45
Less Expenses $(2.90) $(2.90) $(4.25) $(4.25
Net Operating Income $10.35 $10.35 $15.20 $15.20

Valuation as Built (per GSF)
Income Portion of Property:

Capitalization Rate 7.00% 7.00% 6.50% 6.50%
Capitalized Valuation $148.00 $148.00 $234.00 $234.00
Sales Value of Owned Portion:

Sales Price (net of expense) $65.00 $65.00 $0.00 $0.00
Total Project Valuation $213.00 $213.00 $234.00 $234.00
Cost % Supported by Value 100% 100% 100% 100%
Surplus/(Gap) w/Remediation $(0.29) $0.12 $(0.29) $0.53
Surplus/(Gap) w/o Remediation $0.25 $0.25 $0.80 $0.80
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Table A4. Financial Pro Formad Mixed Use Hub

Typology 2. Mixed Use Hubs
Use Type Mixed Use Office-Retail
Brownfield Cost Mid Cost Low Cost Mid Cost Low Cost
Site Use Intensity (FAR)
Current Development 0.50 0.50 0.15 0.15
Net Added Development 2.50 2.50 0.60 0.60
Total @ Build-Out 3.00 3.00 0.75 0.75
Building Footprint % of Site 85% 85% 65% 65%

Anticipated Development Use

Manufacturing / Warehouse
Flex / Business Park

Office Commerdal - - 50% 50%
Retall 20% 20% 25% 25%
Residential 50% 50% -- --
Structured Parking 28% 28% 20% 20%
Other (non-income) 2% 2% 5% 5%
Total Building Area 100% 100% 100% 100%
Rental as % of Residential 100% 100% -- --
Development Budget
Parameters per SF Land Area
Market Rate Land Cost $18.00 $18.00 $18.00 $18.00
less Brownfield Discount 0% 0% 0% 0%
Adjusted Site Cost $18.00 $18.00 $18.00 $18.00
Site Development $9.00 $9.00 $7.70 $7.70
Brownfield Remediation $6.00 $1.50 $6.00 $1.50
Indirect Soft Cost Rate 35.0% 35.0% 30.0% 30.0%
Parameters per GSF Building
Land Acquisition $6.00 $6.00 $24.00 $24.00
Site Development $3.00 $3.00 $10.27 $10.27
Brownfield Remediation $2.00 $0.50 $8.00 $2.00
Building Construction (w/Tls) $100.00 $100.00 $115.00 $115.00
Other (project cost) -- - - -
Indirect (Soft) Cost $36.05 $36.05 $37.58 $37.58
Total Development Cost $147.05 $145.55 $194.85 $188.85
Cost per SF Land Area $441.15 $436.65 $146.14 $141.64
Operating Budget (per GSF)
Annual Gross Income $13.15 $13.15 $16.60 $16.60
less Vacancy $(0.80) $(0.80) $(1.00) $(1.00
Gross Operating Income $12.35 $12.35 $15.60 $15.60
Less Expenses $(2.35) $(2.35) $(3.35) $(3.35
Net Operating Income $10.00 $10.00 $12.25 $12.25
Valuation as Built (per GSF)
Income Portion of Property:
Capitalization Rate 7.00% 7.00% 6.50% 6.50%
Capitalized Valuation $143.00 $143.00 $188.00 $188.00
Sales Value of Owned Portion:
Sales Price (net of expense) $0.00 $0.00 $0.00 $0.00
Total Project Valuation $143.00 $143.00 $188.00 $188.00
Cost % Supported by Value 97% 98% 96% 100%
Surplus/(Gap) w/Remediation $ (4.05) $ (2.55) $ (6.85) $ (0.85
Surplus/(Gap) w/o Remediation $ (2.05) $ (2.05) $1.15 $1.15

CAWINDOWS\ Temporary Internet FileGontent.Outlook7YJDGPQH Rd-Portland Brownfield Assessm@&atk 34 Report 062712.ddtAGE 68



Table A5. Financial Pro Formad Main Street West

Typology 3a. Main Street Commercial (west of 82nd Avenue)

Use Type Mixed Use Retail Commercial

Brownfield Cost High Cost Mid Cost Low Cost High Cost Mid Cost Low Cost

Site Use Intensity (FAR)
Current Development 0.15 0.15 0.15 0.10 0.10 0.10
Net Added Development 0.85 0.85 0.85 0.40 0.40 0.40
Total @ Build-Out 1.00 1.00 1.00 0.50 0.50 0.50
Building Footprint % of Site 50% 50% 50% 50% 50% 50%

Anticipated Development Use
Manufacturing / Warehouse
Flex / Business Park

Office Commerdial 15% 15% 15% 55% 55% 55%
Retail 15% 15% 15% 45% 45% 45%
Residential 65% 65% 65% -- -- -
Structured Parking 3% 3% 3% -- - --
Other (non-income) 2% 2% 2% - -- -
Total Building Area 100% 100% 100% 100% 100% 100%
Rental as % of Residential 50% 50% 50% - - --

Development Budget
Parameters per SF Land Area

Market Rate Land Cost $21.00 $21.00 $21.00 $21.00 $21.00 $21.00
less Brownfield Discount 0% 0% 0% 0% 0% 0%
Adjusted Site Cost $21.00 $21.00 $21.00 $21.00 $21.00 $21.00
Site Development $9.10 $9.10 $9.10 $9.20 $9.20 $9.20
Brownfield Remediation $16.00 $6.00 $1.50 $16.00 $6.00 $1.50
Indirect Soft Cost Rate 35.0% 35.0% 35.0% 30.0% 30.0% 30.0%
Parameters per GSF Building

Land Acquisition $21.00 $21.00 $21.00 $42.00 $42.00 $42.00
Site Development $9.10 $9.10 $9.10 $18.40 $18.40 $18.40
Brownfield Remediation $16.00 $6.00 $1.50 $32.00 $12.00 $3.00
Building Construction (w/TIs) $125.00 $125.00 $125.00 $165.00 $165.00 $165.00
Other (project cost) - - -- - - -

Indirect (Soft) Cost $46.94 $46.94 $46.94 $55.02 $55.02 $55.02
Total Development Cost $218.04 $208.04 $203.54 $312.42 $292.42 $283.42
Cost per SF Land Area $218.04 $208.04 $203.54 $156.21 $146.21 $141.71

Operating Budget (per GSF)

Annual Gross Income $12.60 $12.60 $12.60 $26.15 $26.15 $26.15
less Vacancy $(0.75) $(0.75) $(0.75) $(1.55) $(1.55) $(1.55
Gross Operating Income $11.85 $11.85 $11.85 $24.60 $24.60 $24.60
Less Expenses $(2.35) $(2.35) $(2.35) $(4.70) $(4.70) $(4.70
Net Operating Income $9.50 $9.50 $9.50 $19.90 $19.90 $19.90

Valuation as Built (per GSF)
Income Portion of Property:

Capitalization Rate 6.75% 6.75% 6.75% 7.00% 7.00% 7.00%
Capitalized Valuation $141.00 $141.00 $141.00 $284.00 $284.00 $284.00
Sales Value of Owned Portion:

Sales Price (net of expense) $62.00 $62.00 $62.00 $0.00 $0.00 $0.00
Total Project Valuation $203.00 $203.00 $203.00 $284.00 $284.00 $284.00
Cost % Supported by Value 93% 98% 100% 91% 97% 100%
Surplus/(Gap) w/Remediation $ (15.04) $(5.04) $(0.53) $(28.42) $(8.42) $0.58
Surplus/(Gap) w/o Remediation $0.97 $0.97 $0.97 $3.58 $3.58 $3.58
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Table A6.Financial Pro Formad Main Street East

Typology 3b. Main Street Commerical (east of 82nd Avenue)

Use Type Mixed Use Retail Commercial

Brownfield Cost High Cost Mid Cost Low Cost High Cost Mid Cost Low Cost

Site Use Intensity (FAR)
Current Development 0.10 0.10 0.10 0.05 0.05 0.05
Net Added Development 0.70 0.70 0.70 0.35 0.35 0.35
Total @ Build-Out 0.80 0.80 0.80 0.40 0.40 0.40
Building Footprint % of Site 50% 50% 50% 40% 40% 40%

Anticipated Development Use
Manufacturing / Warehouse
Flex / Business Park

Office Commerdial 10% 10% 10% 50% 50% 50%
Retail 35% 35% 35% 50% 50% 50%
Residential 50% 50% 50% -- -- -
Structured Parking 2% 2% 2% - - --
Other (non-income) 3% 3% 3% - -- -
Total Building Area 100% 100% 100% 100% 100% 100%
Rental as % of Residential 100% 100% 100% - - -

Development Budget
Parameters per SF Land Area

Market Rate Land Cost $15.00 $15.00 $15.00 $15.00 $15.00 $15.00
less Brownfield Discount 0% 0% 0% 0% 0% 0%
Adjusted Site Cost $15.00 $15.00 $15.00 $15.00 $15.00 $15.00
Site Development $8.80 $8.80 $8.80 $9.70 $9.70 $9.70
Brownfield Remediation $16.00 $6.00 $1.50 $16.00 $6.00 $1.50
Indirect Soft Cost Rate 35.0% 35.0% 35.0% 30.0% 30.0% 30.0%
Parameters per GSF Building

Land Acquisition $18.75 $18.75 $18.75 $37.50 $37.50 $37.50
Site Development $11.00 $11.00 $11.00 $24.25 $24.25 $24.25
Brownfield Remediation $20.00 $7.50 $1.88 $40.00 $15.00 $3.75
Building Construction (w/Tls) $115.00 $115.00 $115.00 $125.00 $125.00 $125.00
Other (project cost) -- - -- - - -

Indirect (Soft) Cost $44.10 $44.10 $44.10 $44.78 $44.78 $44.78
Total Development Cost $208.85 $196.35 $190.73 $271.53 $246.53 $235.28
Cost per SF Land Area $167.08 $157.08 $152.58 $108.61 $98.61 $94.11

Operating Budget (per GSF)

Annual Gross Income $16.55 $16.55 $16.55 $21.25 $21.25 $21.25
less Vacancy $(1.00) $(1.00) $(1.00) $(1.30) $(1.30) $(1.30
Gross Operating Income $15.55 $15.55 $15.55 $19.95 $19.95 $19.95
Less Expenses $(3.05) $(3.05) $(3.05) $(3.65) $(3.65) $(3.65
Net Operating Income $12.50 $12.50 $12.50 $16.30 $16.30 $16.30

Valuation as Built (per GSF)
Income Portion of Property:

Capitalization Rate 6.75% 6.75% 6.75% 7.00% 7.00% 7.00%
Capitalized Valuation $185.00 $185.00 $185.00 $233.00 $233.00 $233.00
Sales Value of Owned Portion:

Sales Price (net of expense) $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total Project Valuation $185.00 $185.00 $185.00 $233.00 $233.00 $233.00
Cost % Supported by Value 89% 94% 97% 86% 95% 99%
Surplus/(Gap) w/Remediation $(23.85) $(11.35) $(5.72) $(38.53) $ (13.53) $(2.28
Surplus/(Gap) w/o Remediation $ (3.85) $(3.85) $(3.85) $1.48 $1.47 $1.47
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Table A7. Financial Pro Formad Central City Industrial

Typology 4. Central City Industrial

Use Type Flex - Tech

Brownfield Cost High Cost Mid Cost Low Cost

Site Use Intensity (FAR)
Current Development 0.20 0.20 0.20
Net Added Development 1.05 1.05 1.05
Total @ Build-Out 1.25 1.25 1.25
Building Footprint % of Site 60% 60% 60%

Anticipated Development Use
Manufacturing / Warehouse

Flex / Business Park 65% 65% 65%
Office Commerdal 25% 25% 25%
Retail

Residential

Structured Parking 10% 10% 10%
Other (non-income) - - --
Total Building Area 100% 100% 100%

Rental as % of Residential

Development Budget
Parameters per SF Land Area

Market Rate Land Cost $27.00 $27.00 $27.00
less Brownfield Discount -7% -T% -7%
Adjusted Site Cost $25.00 $25.00 $25.00
Site Development $7.80 $7.80 $7.80
Brownfield Remediation $16.00 $6.00 $1.50
Indirect Soft Cost Rate 35.0% 35.0% 35.0%
Parameters per GSF Building

Land Acquisition $20.00 $20.00 $20.00
Site Development $6.24 $6.24 $6.24
Brownfield Remediation $12.80 $4.80 $1.20
Building Construction (w/Tls) $115.00 $115.00 $115.00
Other (project cost) - - --

Indirect (Soft) Cost $42.43 $42.43 $42.43
Total Development Cost $196.47 $188.47 $184.87
Cost per SF Land Area $245.59 $235.59 $231.09

Operating Budget (per GSF)

Annual Gross Income $16.15 $16.15 $16.15
less Vacancy $(0.95) $(0.95) $(0.95
Gross Operating Income $15.20 $15.20 $15.20
Less Expenses $(1.55) $(1.55) $(1.55
Net Operating Income $13.65 $13.65 $13.65

Valuation as Built (per GSF)
Income Portion of Property:

Capitalization Rate 7.50% 7.50% 7.50%
Capitalized Valuation $182.00 $182.00 $182.00
Sales Value of Owned Portion:

Sales Price (net of expense) $0.00 $0.00 $0.00
Total Project Valuation $182.00 $182.00 $182.00
Cost % Supported by Value 93% 97% 98%
Surplus/(Gap) w/Remediation $(14.47) $(6.47) $(2.87
Surplus/(Gap) w/o Remediation $(1.67) $(1.67) $(1.67
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Table A8. Financial Pro Formad Industrial

Typology

5-7. Industrial (Standard Industrial, Superfund Shadow, Harbor Waterfront)
Flex Space - Business Park Warehouse - Distribution
High Cost Mid Cost High Cost Mid Cost

Use Type

Brownfield Cost Low Cost

Low Cost

Site Use Intensity (FAR)

Current Development

0.40

0.40

0.40

0.35

0.35

0.35

Net Added Development
Total @ Build-Out 0.40 0.40 0.40 0.35 0.35 0.35
Building Footprint % of Site 45% 45% 45% 45% 45% 45%
Anticipated Development Use
Manufacturing / Warehouse - - -- 100% 100% 100%
Flex / Business Park 100% 100% 100% -- -- --
Office Commerdal
Retail
Residential
Structured Parking - - -- - - -
Other (non-income) - - -- - -- -
Total Building Area 100% 100% 100% 100% 100% 100%
Rental as % of Residential
Development Budget
Parameters per SF Land Area
Market Rate Land Cost $8.00 $8.00 $8.00 $7.00 $7.00 $7.00
less Brownfield Discount -44% -44% -44% -60% -60% -60%
Adjusted Site Cost $4.50 $4.50 $4.50 $2.80 $2.80 $2.80
Site Development $5.60 $5.60 $5.60 $5.60 $5.60 $5.60
Brownfield Remediation $16.00 $6.00 $1.50 $16.00 $6.00 $1.50
Indirect Soft Cost Rate 30.0% 30.0% 30.0% 25.0% 25.0% 25.0%
Parameters per GSF Building
Land Acquisition $11.25 $11.25 $11.25 $8.00 $8.00 $8.00
Site Development $14.00 $14.00 $14.00 $16.00 $16.00 $16.00
Brownfield Remediation $40.00 $15.00 $3.75 $45.71 $17.14 $4.29
Building Construction (w/TIs) $85.00 $85.00 $85.00 $65.00 $65.00 $65.00
Other (project cost) -- - -- - - -
Indirect (Soft) Cost $29.70 $29.70 $29.70 $20.25 $20.25 $20.25
Total Development Cost $179.95 $154.95 $143.70 $154.96 $126.39 $113.54
Cost per SF Land Area $71.98 $61.98 $57.48 $54.24 $44.24 $39.74
Operating Budget (per GSF)
Annual Gross Income $12.00 $12.00 $12.00 $9.00 $9.00 $9.00
less Vacancy $(0.70) $(0.70) $(0.70) $(0.55) $(0.55) $(0.55
Gross Operating Income $11.30 $11.30 $11.30 $8.45 $8.45 $8.45
Less Expenses $(1.10) $(1.10) $(1.10) $(0.70) $(0.70) $(0.70
Net Operating Income $10.20 $10.20 $10.20 $7.75 $7.75 $7.75
Valuation as Built (per GSF)
Income Portion of Property:
Capitalization Rate 7.25% 7.25% 7.25% 7.00% 7.00% 7.00%
Capitalized Valuation $141.00 $141.00 $141.00 $111.00 $111.00 $111.00
Sales Value of Owned Portion:
Sales Price (net of expense) $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total Project Valuation $141.00 $141.00 $141.00 $111.00 $111.00 $111.00
Cost % Supported by Value 78% 91% 98% 2% 88% 98%
Surplus/(Gap) w/Remediation $(38.95) $(13.95) $(2.70) $ (43.96) $ (15.39) $(2.54
Surplus/(Gap) w/o Remediation $1.05 $1.05 $1.05 $1.75 $1.75 $1.75
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