IMPROVING OUR COMMUNITY

CoLumBIA GATEWAY URBAN RENEWAL AGENCY
CITY OF THE DALLES

MINUTES |
COLUMBIA GATEWAY URBAN RENEWAL AGENCY BOARD
BUDGET COMMITTEE

Meeting Conducted in a Room in Compliance with ADA Standards
Tuesday, April 17, 2018
5:30 p.m.
City Hall Council Chambers
313 Court Street
The Dalles, Oregon

CALL TO ORDER
Chair Miller called the meeting to order at 5:30 p.m.

ROLL CALL

Present: Solea Kabakov, Leon Surber, Corliss Marsh, Richard Mays, Joe Barcott, Scott Baker,
Staci Coburn, John Fredrick, Linda Miller, Taner Elliott, Steve Kramer, Darcy Long-
Curtiss and Kathleen Schwartz

Absent: Matt Herriges, Steven Howard and Chuck Raleigh

Staff Present: Urban Renewal Manager and Budget Officer Steve Harris, City Attorney Gene Parker,
Finance Director Angie Wilson and Assistant to the City Manager Matthew Klebes

In Attendance: One

ELECTION OF OFFICERS

Committee Member Miller opened nominations for election of Chair. Committee Member Elliott
nominated Richard Mays. Committee Member Kramer seconded the motion. Committee Member
Kramer moved to close nominations. The motion to elect Richard Mays as Chair passed unanimously.

Chair Mays opened nominations for election of Secretary. Committee Member Miller nominated Corliss
Marsh; Committee Member Kramer seconded the motion. Committee Member Kramer moved to close
nominations; Committee Member Elliott seconded the motion. The motion to close nominations passed
unanimously. The motion to elect Corliss Marsh as Secretary passed unanimously.

BUDGET OFFICER’S MESSAGE

Budget Officer Harris presented the Budget Officer's Message. Also provided was a letter from Peter
Siragusa, expressing interest in the Property Rehabilitation Loan and Grant Program (Exhibit 1), and a
memorandum dated February 16, 2018, summarizing Board activity for the past year (Exhibit 2).

BUDGET PRESENTATION / DELIBERATIONS

Finance Director Wilson reviewed the Overview Summary of the proposed FY 2018/2019 budget.
Director Wilson noted two revisions on page 9. Under Engineering Services the Mill Creek Trail
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Phase 1 Engineering amount should have been $94,500, which brought the Engineering Services total
to $149,300. Under Property Rehabilitation, the Canton Wok figure should have been $1,800, which
brought the Property Rehabilitation line item to $149,000.

Budget Officer Harris reviewed the 2018-19 Goals, Projects and Highlights.

BUDGET COMMITTEE DISCUSSION

Committee discussion included:

The source documentation for figures quoted on Page 2, under “Mission: ...In FY 12/13 it was
determined that the Urban Renewal Agency had committed $20,223,000 to leverage
$17,879,000 in grants and $51,335,000 in Private Investment.” Budget Officer Harris stated the
figures were provided in a memorandum dated June 7, 2013, regarding Urban Renewal
Performance Evaluation (Exhibit 3). A project list with figures will be included in the final budget
book. Committee consensus was that the 2013 reported be updated.

Loan interest subsidies for the Honald Building, Gayer Building, Canton Wok and Dong Xi.
Dong Xi and Canton Wok will be completed this year.

Redistribute a portion of funds from “New Undetermined Projects” to:

o Increase maintenance of Agency assets. Improving the appearance may increase
interest in the sale of Agency properties.

o Paint the back side of downtown buildings visible from the highway. Urban Renewal’s
mission is to remove blight, yet some Agency owned properties contribute to the blight.

o Replace the roof on the Blue Building.

Property taxes are not transferred between Debt Service and Capital Projects; property taxes
are budgeted separately into the two funds.

The increase in Contract Administrative Services is due, in part, to a new Planning Tech
position.

Direct staff to track staff time by project.

The liability insurance increase was based on recent appraisals.

Committee Member Elliott moved to shift $30,000 from New Undetermined Projects into Buildings and
Grounds, for a total of $31,000 in Buildings and Grounds. Committee Member Kramer seconded the
motion; the motion passed unanimously.

Further Committee discussion included:

The agreement with Sunshine Mill specified the Agency would pay the liability insurance.
Attorney Parker will determine if that responsibility should go to the Sunshine Mill upon transfer
of the deed.

The Agency holds the note on the Commodore Il Building and continues to pay liability
insurance.

The Agency still owns the Granada and continues to pay liability insurance.
Staff will research the Debt Fund line item for Property/Liability Insurance.

Director Wilson stated budget funds saved are put into Capital Projects by Urban Renewal to
provide a balanced budget. It was suggested those funds be put into Property Rehabilitation,
New Undetermined Projects.
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¢ Memberships/Dues/Subscriptions: two agencies consolidated which resulted in the decrease.

e The Committee asked that Brian Lauterbach provide a list of necessary improvements to the
Blue and Recreation buildings.

Committee Member Miller moved to recommend the budget as may be amended. Committee Member
Long-Curtiss seconded the motion. The motion passed unanimously.

Secretary Marsh moved to adjourn; Committee Member Elliott seconded the motion. The motion
passed unanimously.

ADJOURNMENT
Chair Mays adjourned the meeting at 7:01 p.m.

Respectfully Submitted
Paula Webb, Planning Secretary

Corliss Marsh, Secretary
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Exhibit 1

Steve Harris, AICP |l Director
Planning Department

City OF The Dalles

313 Court St.

The Dalles,OR 97058

RE: Property Rehab Loan & Grant Program FY 2018-2019

Dear Steve,

| am writing to you with regards to my property located at 605 E. 4" st., The Dalles and the possibility of
obtaining funding for Property Rehabilitation.

It is my intent to do a full or partial demolition on the existing structure located at my 4" st address with
the intent to rebuild housing that will fit the area and become an asset to the community. In addition, |
plan to salvage(reuse) as much of the lumber from the existing structure as possible.

Along those lines | am very interested in obtaining the combination demolition grant/loan grant that we
have discussed. Towards that end | have put together an estimate of the costs involved in this project,

Demolition $36,850

Labor $9,500

Misc. fees/ permits $1,500 (est.)

*Waste Removal $10,500
$58,350

| believe that this project warrants a very hard look as it is an opportunity to enhance a property( not
currently being utilized) within the downtown urban area and has great potential to benefit the
community with respect to additional housing.

My time line for this project would be to move forward as soon as funding is available.

Please convey my interest to the Board (and appreciation) in advance for their consideration of this very
important project.

Sincerely,

Peter Siragusa

*Estimated additional costs not covered by demolition proposal
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Exhibit 2

the Council’'s approval. The four listed governing bodies appomt their respective
representatives to serve on the Agency Board.

The restructured Agency Board meets on the third Tuesday of each month, special
meetings and workshop have also been held this past year. The Board’s first meeting
was held on January 31, 2017.

Agency Board Activities
The following is a summary of matters that came before the Agency Board during
calendar year 2017.

Orientation and Education Items

Since the new Board members had varying degrees of knowledge and/or experience
with the past activities of the Agency and with urban renewal as practiced in the state,
staff believed it would be beneficial to undertake an orientation program for the
members. The February 21, 2017 Board meeting was scheduled as a general
orientation session. Topics covered at this meeting included the following:

e General Ordinances No. 90-1106 (establishment of the Columbia
Gateway/Downtown Plan) and No. 16-1346 (changing the structure of the
Agency Board)

e Columbia Gateway/Downtown Plan and Report, as amended

¢ Agency Budget Process and Financial Documents

e _Agency Loan and Grant Programs

¢ Current Urban Renewal Project Updates

Staff also invited a number of subject matter experts to give presentations before the
Board on a variety of topics that would be relevant to the activities of the Agency. The
individuals and presentation topics are as follows:

e Jill Amery, Wasco County Assessor/Tax Collector — property assessments,
distribution of property taxes to the Agency and other taxing districts (May 16"‘)

o Elaine Howard, Urban Renewal Consultant — introduction to urban renewal as
practiced in Oregon and examples of activities/projects from other Agencies
(June 20™)

o Leticia Valle, Blue Zone Project Manager — lntroductlon to Blue Zone, Built
Environment and Transportation activities (June 20™)

o Jeremiah Paulsen, Main Street Program Director — introduction of Main Street
program and activities (July 18™)

¢« Amanda Hoey, Executive Director MCEDD - general overview of MCEDD
programs and activities (August 15")

¢ Chuck Gomez, Granada Theatre Owner — presentation on theatre renovation
activities (August 15™)
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Exhibit 2

Property Rehabilitation Loans & Grants

Together with direct funding of public projects, an important “tool” in the Agency'’s
toolbox of urban renewal programs is the Property Rehabilitation Loan and Grant
Program. This program provides financial assistance to private interests for the
redevelopment and reinvestment of underutilized properties within the boundaries of the
Urban Renewal District. In the past the Agency has provided assistance to projects
such as the renovation of the Civic Auditorium, Sunshine Mill Winery, the Commodore
Hotel, and a number of other properties in the downtown area. For calendar year 2017,
the Agency Board approved seven fagade improvement grants totaling $191,978. The
Board also approved a $20,000 fire system suppression grant and a loan interest
subsidy grant, which over the life of applicant’s private loans could total approximately
$197,800. In addition, pursuant to program guidelines staff approved a demolition loan
in the amount of $9,975. (Demoilition loans convert to a grant if the applicant rebuilds
within a three year period.) A summary of the loans and grants is presented below:

Facade Improvement Grants Fire Suppression System Grants
Chamber of Commerce  $38,517 Honald Bidg $20,000
Honald Bldg $40,000

Harbring House $19,899 Loan Interest Subsidy Grants
Lemke Bldg $14,943 Honald Bldg $197,800 (est.)
Granada Theater $18,676

Columbia Brewery Bldg  $19,943 Demolition Loan

Hattenhauer Energy $40,000 Griffith Motors $9,975*

Total $191,978 (*administrative approval)

Real Property Matters

The Board dealt with a number of real property matters during 2017. In the area of
Exclusive Negotiating Agreements (ENA), the Board approved extensions to the
agreements with Chuck Gomez pertaining to the purchase of the Granada Theatre, and
with Tokola Properties, Inc. for the purchase and redevelopment of the Tony’s Building.
An amendment to the Disposition and Development Agreement (DDA) with David
Benko was approved which allowed for an extension of the grand opening date for the
National Neon Sign Museum. The Board also directed staff to draft an ENA with GBHD,
LLC for the purposes of negotiating a DDA for the development of a downtown hotel.
Staff is also currently working with Tokola Properties in the drafting of a DDA for the

Tony’s Building property.

Private development interests presented purchase offers or letters of intent to the Board
for the Agency-owned properties known as the Recreation Building and the Blue
Building. As of this writing the Board has not accepted an offer; however the Board did
direct staff to work with one prospective buyer in refining the offer and development
proposal. Staff has also engaged a local commercial real estate broker to assist in the
marketing of the two properties.

) ) Page 3 of 6
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Representatives of Sunshine Mill (Discover Development, LLC) contacted staff in early
2017 seeking financial relief from their installment loan and land sales contracts. A
balloon payment of $350,000 on the installment loan was due May 2017; the balance of
$309,700 on the land sales contract was due May 2018. A Board appointed sub-
committee (Chair Elliott and Member Long-Curtiss) met with Sunshine Mill
representatives to discuss various restructuring alternatives. The proposal approved by
the Board resulted in the consolidation of the two agreements into a single installment
loan. Credit was applied to past interest paid on the land sales contract resulting in a
new loan with a balance of $494,118 (August 2021 due date). The Mill was also
required to satisfy past due property taxes.

Consolidation of the installment loan agreement and land sales contract into a new
installment loan agreement will allow title of the Agency-owned property to be
transferred to Sunshine Mill (Discover Development, LLC) by a March 15, 2018
deadline. The new agreement includes a reversion clause which permits title to revert
to the Agency if the Mill defaults on future loan payments.

Financial Matters
The Board and Budget Committee met on April 19, 2017 to receive a presentation from

Agency staff and the Finance Director on the Agency'’s finances and the proposed
FY2017-18 budget. The draft budget returned to the Board on May 16, 2017 for a
public hearing and adoption of the FY2017-18 budget. Given the recent changes to the
Board and supporting staff, the proposed FY2017-18 budget was in large part a
carryover from the adopted FY2016-17 budget.

During 2017 staff gave a number of presentations to the Board on the state of the
Agency'’s finances, covering such topics as the 2009 Bond Issue debt service,
anticipated revenues and expenditures, and the long-term financial health of the
Agency. The Finance Director also met with individual Board members to further

discuss these issues.

It should be noted that restructuring the Sunshine Mill installment loan and land sales
contract had negative implications upon the Agency’s ending fund balance for FY2016-
17, as well as the fund balances for FY2017-18. The proposed FY2018-19 will take into
account these actions, as well as the unrealized revenue from anticipated property
sales during these periods.

Considerable resources have been spent analyzing the financial health of the Agency,
and its ability to make required Bond payments and to provide funds necessary for the
continued operation of the Agency, the funding of public projects and the requested
financial assistance from private developers.

Administrative Activities
2017 has been a year of transition for the Agency. The Agency has moved from the
City Manager's Office to the Planning Department with the hiring of a new Planning

[
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Director/Urban Renewal Manager. The City Attorney’s Office, Finance Department and
the Assistant to the City Manager provide support functions to the Agency.

In the review of Agency administrative items, staff drafted Board By-Laws and minor
amendments to the Property Rehabilitation Loan and Grant Program Guidelines. The
Board deferred action on the program guidelines amendments and has not yet
approved the draft By-Laws.

The Urban Renewal Manager also has direct contract/project management
responsibility for the 1% Street/Riverfront Connection Project and the various consultant
studies associated with the Tokola Properties project.

Agency staff have been working with the Northern Wasco County Parks and Recreation
District on the Mill Creek Trail concept plan. The Agency’s current budget identifies
$94,500 in funds to assist in the design and engineering costs of the project. The
District Board recently decided to segment the project into two phases and to pursue
development of the first phase, which is located within the Thompson Park property.
Design and engineering costs for Phase 1 are estimated at $75,000. Staff will propose
funding at this amount in the Agency’s FY2018-19 budget.

In response to Board discussions staff has contacted two consulting firms to facilitate a

-downtown visioning exercise and to prepare potential amendments to the urban renewal
plan. If the Board wants to pursue these work efforts, they could be funded and
undertaken in FY2018-19.

Future Matters

Future activities of the Agency and Board can be divided into short-term (1-2 years),
mid-term (3-6 years) and long-term (6+ years). The most immediate actions are those
related to the three short-term priorities identified by the Board at their meeting of
October 30, 2017; the Tokola Properties mixed use project, the GBHD, LLC hotel
proposal and the 1% Street/Riverfront Connection Project.

The Tokola Properties and GBHD, LLC proposals have requested Agency assistance
totaling approximately $2.8 million in the form of land/property transfers, fee waivers
and monies for other development costs. A comprehensive assistance package will be
drafted and presented to the Board, subject to the approval of a DDA/ENA for each of
these projects. Depending upon the level and/or form of assistance, City Council action
may be required.

The history of the 1** Street/Riverfront Connection project over the past 10+ years is
complicated. The project was put on hold a few years ago due to the expanding scope
and cost considerations. Staff is moving forward with a contract amendment with the
City’s project engineer (KPFF Engineering) to refine a revised project description and to
provide current construction cost estimates. This new information will be brought to the
Agency Board and City Council for a decision on whether to proceed with the project. If
the Council/Board decide to continue the project, staff and ODOT estimate that the

) ) Page 5 of 6
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FY2018-19 local match will be approximately $36,000. As currently envisioned these
dollars would fund preparation of final design/construction documents and acquisition of
right-of-way. The goal would be to complete these tasks in FY2018-19, and have the
project bid ready in FY2019-20.

Funding for a major portion of this project is from a direct federal appropriation that is
managed by ODOT. The City’s local match for the federal funds is 10.27%. Ifitis
decided not to pursue this project, the City would be responsible for approximately
$220,000 in reimbursement costs for the federal funds already spent.

The coming year should also see progress on the Mill Creek Trail (as referenced
above), and if appropriate preparation of a downtown vision plan and related
amendments to the urban renewal plan.

The mid-term period, beginning in FY2020-21, should see completion of the Tokola
Properties project and the hotel proposal, provided entitlements and funding are
secured in a timely manner. Staff is of the opinion that during this period it would be
timely for the City and Agency to revisit the issue of downtown parking, specifically the
supply and management of public parking. If the forecasts of increased downtown
activity are accurate, demand for parking should also increase which may justify the
need for additional public parking, including the construction of a parking structure.
Financing for such an undertaking would be dependent upon the financial strength of
the Agency and any potential partners.

Long-term priorities of the Agency are dependent upon the Board’s decision to extend
the “life of the Agency” and the retirement of the 2009 Bond Issue, currently scheduled
to be paid off in FY2028-29. Such discussions would include projected Agency
revenues, property value assessments, status of urban renewal plan projects and the
Agency’s ability to issue new debt. If the Board were to decide not to issue new debt,
then a decision would be needed to either dissolve the Agency upon the retirement of
the 2009 Bond Issue debt or continue the Agency and fund projects/programs subject to
the availability of adequate funding. If the Board were to decide to extend the “life of the
Agency” and issue new debt, then a robust review of the current urban renewal plan

would be warranted.

age
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Exhibit 3
ATTACHMENT B

CITY of THE DALLES
313 COURT STREET
THE DALLES, OREGON 97058

(541) 296-5481
FAX (541) 296-6906

MEMORANDUM
To: Urban Renewal Advisory Committee & Urban Renewal Agency
From: Garrett Chrostek, Administrative Fellow
Date: June 7, 2013
Re: Urban Renewal Performance Evaluation

Executive Summary

This memorandum attempts to measure the effectiveness of the Columbia Gateway Urban
Renewal Agency (“URA”) in its efforts to increase the tax base of the Urban Renewal District
(“District™), to increase the level of development within the District, and to leverage URA funds

for investments within the UR District.

Identifying a true causal relationship between the Agency’s efforts and development outcomes is
challenging on account of the myriad external factors that influence development decisions and
results within the District. However, there are a number of readily available indicators that can
serve as a proxy for URA effectiveness. Specifically, this memorandum examines the changes in
real market values and assessed values within the District and compares those values to figures
from the City of The Dalles’s taxing jurisdiction as a whole. The property tax section also
examines several specific project properties for changes in real market value, assessed value, and
property taxes paid. The memorandurm then investigates improvement to land ratios to evaluate
the Agency’s ability to encourage efficient utilization of property within the District. Finally,
this memorandum explores sources of urban renewal project funding to assess the Agency’s
ability to leverage URA dollars to pursue investment within the URA District,

Results from this analysis suggest that the Agency has positively influenced property tax base
growth within the District, supported more efficient land uses within the District, and
successfully leveraged Agency funds for investment within the District,

1
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Property Tax Analysis

Overview: Under Ballot Measures 5 and 50, property taxes are the lower of the real market
value or the assessed value. The assessed value is a complicated formula based on 1990 property
values and, regardless of whether taxes on an individual property are calculated based on the real
market value or the assessed value, property taxes for that individual tax lot generally cannot
increase by more than 3% per year. Because real market value growth rates have historically
exceeded 3% per year there is typically a substantial gap between the real market and assed
values on the average property. Within the District, assessed values average 77% of real market
values. Therefore, a 3% increase in the assessed value can serve as a baseline for what likely

would have occurred if the District had never formed.’

Annual property tax growth rates within a taxing district and on an individual property can
exceed the standard 3% increase when development transpires” through property renovations,
additions, or new constructions.? Stimulating development is the primary goal of urban renewal
for the very reason that these actions add to the tax base above the standard growth rate.
Accordingly, a basic measure of the effectiveness of the URA, and any specific project, is to
determine if the effort produced growth rates in assessed values above 3% per year.

It should be noted that this analysis only investigates direct effects of URA investment in the
form of property taxes. It does not attempt to measure such indirect economic impacts as jobs
generated, businesses opened, houses built/purchased/improved by persons employed within the
URA, or other increased economic activity outside the URA spurred by investment within the
URA. Statistics on these secondary impacts are not widely available and it would take
significant resources to develop these datasets.

Property Tax Growth Rates In The District: The District was established in 1990. To get a
sense of the “normal” trajectory of property taxes without the URA, this section compares
growth rates within the District to those within the City of The Dalles’s taxing district. It should
be noted that this is not a true with/w’imout‘analysis as other financial incentives to development
are available outside the URA district and growth rates are somewhat conflated as the URA is

within the City of The Dalles’s taxing district.
Another factor complicating this analysis is that the boundaries of both the District and the City

have changed over time. The most recent major adjustment to the size of the District occurred in
1998 when it was reduced from 556.16 to 318.12 acres. The City also experienced boundary

! Assessed values can be less than 3% per year when real market values fall below assessed values or when
individual properties are assessed at a lower rate because the condition of the property is in decline. While this is
typically a rare event, recent turmoil in the real estate market did result in declines in assessed values for some
specific properties within the City of The Dalles.

% Increased investment in personal property will also contribute to higher aggregate growth rates

3 When these actions occur on an individual property, the property is reappraised and an assessed value is calculated
by taking the new market value and multiplying it by the average difference between the market and assessed values

for similarly situated properties.
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changes in the form of annexations. Annexations have the effect of inflating growth rates within
the City’s tax district when evaluated in comparison to the relatively fixed boundaries of the
District. More precisely, annexations add to a specific jurisdiction’s tax base just as new
development would. However, those annexations are not genuine “new development,” but rather
“old development” that was simply added to the tax rolls by the changing of a line of a map. The
available data does not allow for controlling the influence of annexations.

Growth rates in real market and assessed values for both the District and the City of The Dalles
are summatized in the Table I below. Chart I below depicts growth rates in assessed values from

2000-2012 using 1999 assessed values as the base year.

Table 1
Urban Renewal City of The Dalles
Year | Real Market | Change | Assessed | Change | Real Market | Change | Assessed | Change
Value Value Value Value

1991 9,901,549 - 305,002,343 R

1992 13,951,014 29.03% 338,832,980 9.98%
1993 8,273,833 | -68.62%" 361,571,408 |  6.29%
1994 ' 15,167,840 | 45.45% 443,768,554 | 18.52%
1995 23,828,743 36.35% 463,202,855 4.20%
1996 36,398,789 34.53% 495,528,450 6.52%
1997 - 432,554,315 | -14.56%
1998 41,512,537 - 441,801,391 2.09%
1999 33,782,855 { -22.8 8% 481,336,658 8.21%
2000 36,523,548 7.50% 509,069,413 5.45%
2001 38,773,394 5.80% 529,420,088 3.84%
2002 74,013,132 - 43,063,854 9.96% 767,723,582 - 543,933,019 2.67%
2003 47,772,542 9.86% 560,718,152 2.99%%
2004 85,917,408 - 47,295,805 -1.01% 837,845,005 - 577,238,384 2.86%
2005 89,505,119 4.18% | 47,425,924 0.27% 910,362,426 8.66% | 607,570,321 4.99%
2006 98,492,382 10.04% | 51,577,710 8.05% | 1,180,153,995 29.64% | 640,712,244 5.17%
2007 128,844,084 30.82% | 56,349,803 8.47% | 1,515,474,397 28.41% | 705,537,211 9.19%
2008 139,225,546 8.06% | 61,466,735 8.32% | 1,582,343,795 441% | 752,003,143 6.18%
2009 142,556,641 2.39% | 63,591,014 3.34% | 1,608,880,262 1.68% | 794,460,819 5.34%
2010 122,880,239 | -13.80% | 65,429,831 2.81%8 | 1,259,032,060 -21.74% | 831,903,391 4.50%
2011 122,223,619 -0.53% | 62,695,504 -4.36% | 1,366,065,504 8.50% | 894,832,152 7.03%
2012 123,417 446 0.98% | 70,839,260 11.50% | 1,295,466,057 -5.17% | 914,015,929 2.10%
Avg. 527% 5.42%’ 6.8% 4.79%

Since 2000, the first year growth rate data is available following a full year of the 1998 District
boundary amendment, the District experienced assessed value growth rates in excess 0f 3% in 9

4 UR District reduced from 628.02 to 556.16 acres by Plan Amendment #2,
5 UR District reduced from 556.16 to 318.12 acres by Plan Amendment #5.
6 UR District increased from 318.12 to 319.7 acres by Plan Amendment #10.

7 Average of years 2005-2012
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of 13 years. During this period, assessed values within the UR District increased by an average
of 5.42% per year whereas assessed values in the City as a whole increased by an average of
4.79% per year. As a result, and as shown on the Chart below, assessed values within the
District have increased nearly 110% whereas values in the City as a whole increased by nearly

90% from 1999 base values.

Chart
Growth in Assessed Values, 2000-2012
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" From 2005, the second year real market values were consistently reported, real market values
within the District increased an average of 5.27% per year compared tc ..80% per year in the
City as a whole. As discussed above, assessed value is the more important indicator of
determining the effects of UR because assessed values generally dictate property taxes and
significant amounts of the development outside the District, particularly in the Port area, are

subject to property tax abatement agreements.

It must be restated that although assessed values experienced greater growth inside the District
than outside the District, this result does not mean that the URA necessarily caused the disparity.
There are differences in the mix of businesses, land uses, and economic development
opportunities between the two areas and other conflating factors such as annexations. Yet, the
analysis on individual projects below supports the inference that the URA played a role in the

higher growth rates within the UR District.

Speciﬁé Projects: This section analyzes several recent projects for their return on investment as
measured by the difference in real property taxes between actual/projected property taxes and the standard

3% increase. As footnoted above, properties are appraised on a six year cycle by the Assessor’s office.
Accordingly, some projects are too new to be fully measured through an analysis on property taxes. This
analysis does not include any increased investments in personal property.

4
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Table IT
Project URA Real Market | Current Real Assessed Current Differencein | Projected
Investment® | Value Before’ | Market Value | Value Before Assessed Taxes To Difference in
' Value Date'® Taxes"

Commaodore 11 $102,000 $195,270 $9,622,380 $167,930 | $5,600,287 $2,819 $320,083
Columbia Bank $570,000 $516,000 $5,339,920 $457,361 $3,129,546 $382,265 $993,111
(2001)
Sunshine Mill (2009) $80,000 $469,720 $834,100 $461,994 $790,728 $46,3615° $359,983"
Sigman’s Flowers $72,000 $99,350 $282,280 $91,939 $99,350 ($3,440)" ($7,788)"
(2002)
Canton Wok (2011) $18,000 $543,990 $598,000 $543,990 $582,640" $1 $29
Don Xi (2010) $59,000 $142,280 $139,140 $91,254 $96,810 $470 $8,856
Gayer (2011) $163,000 $191,770 $273,930 $131,835 $205,459' $1,355 $36,409
Hilco Gas Station $46,000 $79,310 $1,037,760 $139,270 $784,486 $61,631 $291,461
(2004)
Creek View $30,000 - $1,766,750 - $1,358,871 $128,887 $479,799
Townhomes
(2007)
Griffith Motors $39,000 $402,740 $5,369,660 -4 $4,113,983 $130,038 $1,628,661
(2007)
Totals $ 1,179,000 $2,640,430 |  $25,263,920 |  $2,085,573 | $16,762,160 $750,387 |  $4,110,604

® This is the total amount of money either expended or committed to the specific project to date for which the URA
does not expect to be repaid. In other words, loans and property purchases for which there is a buy-back provision
are excluded. The figures are unadjusted for time value. They do not include URA funds spent on staff time or
opportunity costs of pursuing other investments.

® The word "before” in relation to property values refers to the real market and assessed values in the year prior to
the property being reappraised with the improvements funded with URA support,

1° The “Difference in Taxes” to date and projected columns are effectively the return on the URA’s investment.
They measure the difference between the actual property taxes paid to date/projected property taxes with the URA
investment and the amount of property taxes the property would have paid if the property had continued tax growth
at 3% per year from the assessed value before URA investment.

" The projected difference in taxes assumes that the improvements will maintain their value over twenty years and
thus is calculated for the twenty years following the property being reappraised with URA investment. Where no
taxable property existed prior to the project, this number represents total projected taxes.

12 The Commodore II is enrolled in a state historical special assessment program that keeps taxes at or beiow the
level paid prior to making improvements. The difference in taxes to date value is only positive because they paid a
year of property taxes after some of the improvements were completed at the full rate. This 15 year special

assessment expires in 2017,
13 The Sunshine Mill properties did not pay property tax from 2004-2009 and thus this number is the total tax paid

on those properties since 2010.

1 This figure only contemplates the Sunshine Mill’s current uses as a winery, bottling plant, and tasting room.

13 Sigman’s is enrolled in a state historical special assessment program that keeps taxes at or below the level paid
prior to making improvements. This 15 year special assessment expires in 2018.

'6 If Sigman’s was not enrolled in the state program the projected difference in taxes would be $38,495

17 Canton Wok has not been reappraised since the URA’s investment.

18 portions of the improvements to the Gayer Building have not yet been appraised

1° The lots where the townhomes are located did not exist prior to the development and it was too difficult to
determine the value of the portions of the original parcels where that development occurred.

20 The Griffith property on West 6™ was in public ownership and never had a maximum assed value.
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Exhibit 3

Results from this analysis show that the Agency has added $750,387 in property taxes to date from the
projects listed above alone. Extrapolated to the usable life of the improvements, these projects are
projected to contribute $4,110,604 in total property taxes as compared to if the projects never occurred.
While not all of the projects have been winners when narrowly measured in terms of property taxes, this
portfolio nonetheless presents 349% growth in URA investment and many of the improvements will last

longer than the 20 years that formed the basis of this analysis.

Improvement to Land Value Ratio

Overview: A second means to evaluate Agency performance is to examine the “Improvement to
Land Ratio” or “I:L.” This ratio is the relationship between a property’s improvement value (the
value of buildings and other improvements to the property) to its land value and is generally an
accurate indicator of the condition of real estate investments. In urban renewal areas, the I:1. may be
used to measure the intensity of development or the extent to which an area has achieved its short-
and long-term development objectives. Specifically, urban properties with low I:L ratios suggest that
that the property is underutilized and pockets of underutilized land are indicative of blight. As
identified in the Urban Renewal Plan, a healthy condition of real estate investment in the District
would be 7:1. The table below shows the I:L for properties within the District over time using

real market values.

Table ITI
Year I:L for District
1990 1.70:17
2000 1.74:1
2005 2.30:1
2012 2.83:1

As depicted in Table HI above, the level of development within the district has increased in intensity over
time. In other words, land within the District is being mote efficiently used today than it was prior to
formation of the Agency. However, the I:L ratio remains far beneath the healthy level identified in the

Urban Renewal Plan.

Leveragpe

Overview: The final indicator of UR effectiveness in this report is the ability of an Agency to leverage
its resources to recruit partners and attract outside funding from both public and private sources. Using
nominal dollars unadjusted for time-value, the URA has been able to bring in over three and a third
dollars of outside funds for each dollar (3.42:1) expended by the URA. A majority of these leveraged
dollars (57%) came from private sources. This figure does not include loans and property purchases for
which the agency expects to be repaid or to resell. Totals reported below include the estimated outside

funding of projects currently in progress.

2! This ratio is inflated because it excludes vacant land within the district whereas later figures include all properties.
It should also be noted that the District was roughly twice the size in 1990 as it was in 2000.
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