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Executive Summary



Introduction

Background

The Port of Portland (Port), working with Metro,
Greater Portland Inc, and economic partners
throughout the region (known as the Project Advisory
Team or PAT), seek to address the challenge of ensuring
an adequate supply of development-ready employment
lands within the Portland metro area. The region's
supply of development-ready employment land is
limited. Many of the region's industrial sites are years
away from being development-ready. Having a healthy
inventory of varying sizes and locations of employment
lands in the region is key to supporting a thriving local
economy.

The seven key site readiness challenges facing regional
employment lands are: site assembly/aggregation,

natural resource mitigation, infrastructure, brownfield
remediation, gravel pit conversion, redevelopment and

entitlements. To address these challenges, the Port and
the PAT secured funding from Metro to create an
“Employment Land Site Readiness Toolkit” and retained a
consultant team led by Cascadia Partners to prepare the
toolkit. This documentisasummary of 28 tools identified
through National Best Practice Research conducted by
the consulting team to identify innovative approaches to
dealing with these development challenges.

The PAT also commissioned a look at best practices
related to equitable impact assessments. Equitable
impact assessments are tools that local jurisdictions can
use to apply an equity lens to employment land policies,
programs and projects to help better understand
community impacts and incorporate community benefits
in design and decision-making.
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Purpose

The goal of this National Best Practices Research
project is to identify a range of potential tools that could
be implemented within our region to overcome the
seven development challenges facing our regional
employment lands.

Not all site readiness tools are created equal: some are
narrowly focused, others broad and multi-faceted.
Some require only local action, while others require
state legislation. Not surprisingly, often the most
impactful tools require political leadership and action at
the state level.

Additionally, it is worth noting that in some instances an
optimal outcome can be achieved by combining multiple
tools. One should not view these tools inisolation.

The description of tools in this report, the opportunities
they generate, and the path to their implementation will
vary depending on the context of a specific place. For
this reason, this report is intended to provide a high
level overview, with enough detail to provide solid
direction, while accommodating the variety of issues
that a particular context may face.

The consultant team divided into subject-matter expert
sub-teams with lead and support roles to conduct the
research. A summary of the team members and key
roles is outlined below.

Key Findings

Universe of Tools

Tools Informed by the Candidate Site List

The list of 59 candidate employment sites provided by
the PAT represent a wide range of challenges and
opportunities (see map in Appendix A), and informed
the tools the consulting team identified and detailed in
this report. There were publicly-owned sites and
privately-owned sites; large and small sites; centrally
located and peripheral sites; brownfield and greenfield
sites; and industrial and commercial sites.

Range of Implementation Options Included

The consulting team focused on exploring both “quick
win” tools that can be implemented immediately and
inexpensively at the local level as well more powerful
tools that would be more complex to implement (i.e.,
require state action) but also have a more significant
impact. Each tool summary includes a helpful graphic
indicating the relative level of implementation Effort
and Impact.

Financing is Critical

There are no silver bullets when it comes to the
challenges facing employment lands in our region. The
barriers are often interrelated and many sites face
multiple barriers that could benefit from a layering of
multiple tools. That said, the fundamental challenge to
employment land readiness is a lack of available
low-cost financing. Many states have implemented
powerful financing tools that Oregon could benefit
from studying. Most of these boil down to providing
much needed, low-cost, long term financing to
projects. These tools would require state legislation;
however, economic development practitioners have
successfully advocated for tools at the state level, such
as the recent legislation enabling local Brownfield Land
Banks.



Opportunities Now

About half of the tools identified are immediately
implementable at the local level and many have no
direct cost. These tools are focused on reducing
regulatory or process barriers to capture market
strength in places where the market is strong. It must
be mentioned that these tools generally have a more
narrow or limited impact than the financing tools
because many of the region’s employment sites face
challenges beyond just regulation and process.
Implementation hurdles range from the need for state
legislative action to unique tax challenges in Oregon.

State action to enable new tools, establish new funding
sources and change tax structures would have an
outsized impact on advancing land readiness. A
coordinated, regional focus to encourage state action
is recommended.

Oregon is Particularly

Revenue Challenged

Oregon has fewer and more limited sources of
revenue than other states. For instance, property tax
revenue growth is limited over time and does not keep
up with market changes. Oregon does not have a sales
tax and implementing fees, as a work-around, is
politically fraught.

These limitations will undermine the potential impact
of several of the financing tools outlined in this report,
compared to their use in other states, unless changes
are made at the state level. There are no work-around
strategies that would be as impactful as state action to
address these limitations head-on.

Equitable Impact
Assessments

Regional leaders have increasingly prioritized
equity-related outcomes in the decision-making
process. Thisincludes decisions around public policy
and the allocation of public funds. Consideration of
equity should also extend to decisions made
regarding regional employment lands.

Equitable impact assessments can provide multiple
benefits related to employment land site readiness.
These assessments can help cities and counties
evaluate employment land policies, programs and
projects to address social equity. They can also help
evaluate how site readiness tools can support equity
outcomes through design and implementation.

As part of another element of this project, social
equity will be one criterion used to determine which
of the priority sites will be the focus of the three
development roadmaps. Considerations of social
equity will be incorporated into the roadmaps for
these sites.

A detailed summary of equitable impact assessments
and several case studies are included in this report,
after the employment land site readiness tool
descriptions.



Site Development Tools Matrix

This matrix is a summary of key considerations for
each of the tools in this document. For each tool, the
matrix indicates whether the tool requires local or
state implementation, the relative level of effort
required to implement the tool, and the level of impact
the tool could have in our region.

The rating of implementation effort represents how
difficult or time consuming the process of
implementation could be. As a general rule, tools that
require state legislation require more effort and are
rated “high”. If several parties must participate in the
implementation rather than a single entity or
jurisdiction, that would be considered a “high” effort.

Site Development Tool

The rating of the level of impact the tool could have is a
relative ranking of the range and depth of applicability
of the tool. Considerations for this ranking include
whether a tool would only benefit or affect a few sites
or would have broad regional application.

It is important to note that leadership and priorities
vary significantly across the region. So what one
community may find difficult to implement, another
community may find relatively easy. This ranking is
intended to provide guidance on the relative
differences between the tools.

Local vs State

Implementation Effort

Impact

ENTITLEMENTS

1 Expanded Uses in Commercial Zoning
2 Industrial Mixed-Use Zone & Bonus
3 Denser Industrial Entitlements

4 Adaptive Reuse Incentives / Code Exemptions

Local Low High

Local Low Medium
Local Low Medium
State & Local High Medium

REDEVELOPMENT

5 Metropolitan Districts

6 Major Public Site Repurpose

7 Land Value Tax

8 Single Parcel URA/TIF Districts
9 Title to Foreclosed Properties

10  Micro Commercial Spaces

State High High
Local Low High
State & Local High High
Local Medium Medium
State & Local High Low
Local Low Medium



Local vs State

Site Development Tool .
Implementation

Effort Impact

SITE ASSEMBLY / AGGREGATION

11 Enhanced Redevelopment Authority State & Local High High
12 Graduated Density Bonus Local Medium Low
13 Industrial Land Bank Local Medium Medium
14 Major Streets Transportation Improvement Program Local High High
15 Community Facilities District (CFD) State & Local High Medium
16 Transportation Benefit Districts State & Local Medium Medium
17 Enhanced Finance Infrastructure District State & Local High High
18 Reimbursement District Local Low Medium

BROWNFIELD REMEDIATION

19 Tax Incentives State & Local Medium High
20 Surcharge-based Cleanup Funds State High High
21 Non-governmental Technical Assistance Provider State & Local Low Medium

GRAVEL PIT CONVERSION

22 Aggregating Sites Local Low Low
23 Required Exit Planning State & Local Medium High
24 Strategic Phasing and Reuse Local Medium Medium
25 Local Government Collaboration/ Planning Assistance Local Low High

NATURAL RESOURCE MITIGATION

26 Regional Advance Mitigation Planning Regional, State & Local Medium High
27 Wetland/Floodplain Mitigation Bank Regional, State & Local Medium High
28  Regional Green Infrastructure Regional, State & Local Medium High

9



Site Development Tools
and Case Studies



Summary of Tools

Of the seven challenges which this “National Best
Practices” report addresses, the Entitlement Tools
challenge is probably the easiest to implement.
These tools generally involve revisions to local
codes and practices, and therefore can be
implemented at the local level (i.e., little or no state
action is necessary for these tools). Thisis not to
say that actions to modify local codes is always
without controversy. Any action a city or county
may take that potentially results in more
development has the potential to engender
community resistance. But the fact that a local
jurisdiction can make these changes without
outside consultation makes these tools much
easier to implement than several of the tools in
other categories. It should be noted that the fourth
tool - “Adaptive Reuse Incentives/Code
Exemptions” - requires the approval of state
building officials; but it does not require legislative
action. Moreover, these tools, if broadly
implemented (i.e., by a number of jurisdictions)
could have broad impact. Most cities and counties
have development opportunities that could
capitalize on most or all of these tools.

This category contains the following tools and
case studies:

Expanded Uses in Commercial Zoning
Case Study: Sam'’s Club Fulfillment
Center (Memphis, TN)

Industrial Mixed-Use Zone & Bonus
Case Study: Hundred Hooper (San
Francisco, CA)

Denser Industrial Entitlements
Case Study: Georgetown Crossroads
(Seattle, WA)

Adaptive Reuse Incentives / Code
Exemptions

Case Study: Old Bank District (Los
Angeles, CA)

Case Study: WebPT (Phoenix, AZ)

11



Entitlements

Expanded Uses in Commercial Zones

Defining the problem

Two recent trends in retail have identified both a
challenge and an opportunity affecting buildings in
commercial zones. First, there has been a wave of
closures of retail stores (particularly in suburban malls
and big boxes) due to rapidly changing shopping habits
like online shopping and home delivery. Related, there
is arapid growth in space need for shipping/receiving,
logistics, and distribution. The locational and building
type needs for these two uses is similar but traditional
commercial zoning often does not allow for these
emerging uses which are generally classified as
“industrial’,

How tool solves challenge

Expanding commercial zoning to allow for shipping and
logistics uses can help these “box store” sites reinvent
themselves and stay operational. Adaptive reuse is a
more sustainable means to deal with abandoned big
boxes than demolition and new construction.

“Big box” retail sites have ample parking, loading bays,
and generally high floor to ceiling heights necessary
for efficient stacking of shipping parcels. These sites
are also generally adjacent to major regional
transportation facilities, such as freeways and arterials
that are already designated freight routes.

Tool Mechanics

Implementing this tool is as simple as expanding the
permitted use table for commercial zone districts to
include traditionally “industrial” uses like warehousing,
shipping/receiving and freight activities.

IMPACT
Low Med High

EFFORT
High Med Low

Implementation Steps

1. Nostate action required and no direct cost
associated (other than staff or consultant time to
amend the zoning/development code).

2. Audit the development code to determine which
zones should be modified (most jurisdictions have
multiple commercial zones). The city may not want
to allow logistics/distribution facilities in
commercial or mixed use zones in traditional
downtowns. Also determine if there are other
provisions in the affected zones that need to be
modified beyond the list of allowed uses (e.g.,
minimum parking requirements).

3. Initiate alegislative amendment to a city’s

development code to expand permitted uses within

commercial zone districts. Notify the Oregon

Department of Land Conservation and

Development (DLCD), and affected stakeholders

(community interests, developers).

Draft revisions to the affected codes.

Conduct public hearings - Planning Commission

and City Council.

A

Implementation
Considerations

The main considerations are a likely increase in truck
traffic but a reduction in vehicle (visitor) traffic.

Point of Contact

Division of Planning and Development
125 N. Main Street, Ste. 468
Memphis, TN 38103

Phone: (901) 636-6601

12



Welcome

-

Case Study

Name / Location:
Sam'’s Club Fulfillment Center / Memphis, Tennessee

Description:

Numerous big box stores such as Walmart and Kmart have closed locations across the country, leaving vast
empty buildings with redevelopment potential. Depending on the context, large format stores either go
through adaptive reuse, or are demolished for new development. In many cases, the large amount of
parking space can also be used for redevelopment. In the case of Sam’s Club, the 135,000-square-foot
former big box retail structure in Memphis suited Sam’s Club’s evolving needs as it moves from traditional
retail to an e-commerce focus, and the building was adequately repurposed for its new function as a
fulfillment center. The Memphis project is the first of 12 new fulfillment centers that Sam’s Club intends to
undertake around the country.

Problem:
An obsolete big box retail facility was no longer profitable or functional; and Sam’s Club needs suitable large
facilities for its e-commerce fulfillment centers.

Solution:
The 135,000-square-foot facility was converted by Sam’s Club into the fulfillment center. The site is zoned
with a flexible zone that allows for distribution facilities as well as retail (the former use).

Research Sources:

e Shuttered Sam’s Club Converted into eCommerce Center. (2018). Retrieved from:
https://www.pymnts.com/news/retail/2018/sams-club-fulfillment-center-ecommerce-chicago/

13



Entitlements

Industrial Mixed-Use Zone & Bonus

Defining the problem

Industrial and “maker space” uses have arelatively low
value compared to other uses, such as residential,
retail, office and hotel. In strong market areas, this puts
industrial uses at a disadvantage when competing for
land and leasable space.

Our region has legacy industrial areas that are located
within increasingly desirable downtown areas. Market
pressure in these areas has increased land values
beyond what is feasible for industrial developers to
pay. In addition, creative office and retail users have
outcompeted industrial users for space and resulted in
rapidly escalating rents.

The modern definition of “industrial” is much broader
than in previous generations. Boutique fabricators,
craft brewers and distillers, and creative offices with a
production component are redefining the industry.
These businesses tend to pay higher wages and
employees want a central location with urban
amenities.

How tool solves challenge

Industrial density and use bonus programs have
emerged as tools to incentivize the development of
industrial and quasi-industrial uses in areas with
strong market potential where they would otherwise
be priced out of the market.

The tool enables developers to cross-subsidize the
construction of lower valued industrial uses in
exchange for the right to build higher valued uses, like
residential, office and hotel. Both New York and San
Francisco have enacted local industrial density bonus
programs.

IMPACT
Low Med High

H N

EFFORT
High Med Low

Tool Mechanics

The density and use bonus program works by granting
the right to build high-value uses in exchange for also
building lower valued uses. This same principle has
been used for decades to incentivize the production of
affordable or workforce housing units in strong market
locations.

Density bonus programs leverage underlying market
strengths, like location, to extract a community benefit
from a private real estate transaction. As such, they do
not typically require subsidy, so their costs are low and
mainly administrative.

The effectiveness of the tool depends on two main
components, and the entitlement spread created
between them. First, the base zone entitlements
should be relatively low and restrictive in order for the
bonus to have value to the developer. High by-right
base zone entitlements can dilute the impact of bonus
programs. Second, the bonus entitlements should be
relatively large to have a sizeable financial impact.
Generally, the bonus (high-value) amount should be
several times the required, low-value space amount.
This will ensure that the rational financial decision is to
take advantage of the program and build the industrial
uses. Setting the bonus amounts too low will result in
underperformance of the land and perhaps no net new
production of industrial space.

Starting a density bonus program does not require
state action. A bonus program can be enacted at the
local jurisdiction level. The program can be limited to a
specific area with an overlay or instituted more
broadly covering entire zone districts. Administration
of the program can be handled by current planning and
permitting staff, as with any other zoning or
permitting issue.

14



Entitlements: Industrial Mixed-Use Zone & Bonus

I
Implementation Steps e The relationship of the bonus amount to the
1. No state action or direct subsidy is required. required industrial amount is critical to success. In
2. Cityordinance is likely needed to establish basic order to be effective, the bonus amount generally
policy goals and tool parameters. needs to be several times the required amount. In
3. Local department leadership and staff can other words, the bonus amount should be 3-5+
establish key program details, such as: times the amount of the required industrial space.
a. The base entitlements, intensity and uses; Mixed-use projects are already very complex.
b. Bonus allowances and permitted use types Adding a third or fourth use type into the site and
(i.e., what types of industrial or makerspaces space planning and the associated financing can be
are eligible for the bonus?); and challenging.
c. Eligibility areas (i.e., overlay zone or e Anon-profit partner that can buy and/or manage
zone-based designations. the new industrial space that is created through
4. Non-profit partner to own and/or manage the the program is an important consideration.
industrial space may need to be secured. Developers are often product-focused, and a
residential or hotel developer may not be able to
Implementation or interested in owning and/or managing industrial
space. In addition, having this partner can help
Considerations developers secure lease agreements or letters of

o . . interest that can overcome financing challenges.
e |ocationis akey consideration when

contemplating a density bonus program. The best POint Of ContaCt

locations are ones that have relatively high market

demand, but that are also appropriate for Corgy Teagu.e.

quasi-industrial uses. High-value residential only Zoning Administrator

areas would not be a good fit, but essentially any corey.teague@sfgov.org
415.558.6350

other non-residential or mixed-use area could be
acceptable.

e Changingbase entitlements, particularly reducing
them, can be challenging. In areas that are
transitioning from industrial to other uses, the
zoning may already be rather restrictive and ideal
for this type of bonus program. However, in areas
that already have permissive zoning, it can be
challenging to reduce the base entitlements
enough to give the bonus enough value to be
effective.

15



Case Study

Name / Location:
Hundred Hooper / San Francisco, California

Description:

Hundred Hooper is a 400,000-square-foot mixed-use
development that includes 53,000 square feet of leasable,
finish-to-suit “production space” made possible through the
San Francisco Production, Design and Repair (PDR) bonus
policy. The bonus program requires 33% of new development
in the district to be PDR uses which enables up to 67%
(2-to-1 ratio) of new uses to be higher valued, such as office,
retail, and hotel.

Problem:

San Francisco faced pressure to rezone industrial areas with
strong market potential, or costly development challenges
that could not be overcome by relatively low-value industrial
uses.

Solution:

The City/County preserved industrial options by allowing for
higher return uses to cross-subsidize the production of
desired lower value, higher wage uses, in this case
production or maker space. In addition, a non-profit partner
was able to acquire and manage the newly created
“production” space.

Research Sources:

e Creating an Innovative Mix: What We Can Learn from San
Francisco. (2016). Retrieved from:
https://prattcenter.net/sites/default/files/25_kent_policy
_brief_final_O.pdf
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Entitlements

Denser Industrial Entitlements

Defining the problem

Prime industrial land is in short supply and the areas
where industrial uses are permitted are often very
low-density zone districts. Many industrial areas, both
greenfield and infill, require substantial infrastructure
upgrades or investments prior to development. The
low density allowed in many industrial zones does not
enable enough value density to be located on a site to
overcome the infrastructure cost hurdles. This leads to
anegative effective land value (residual land value) in
many locations, which means these lands will not
develop. Our region has many examples of
employment lands that have been vacant or
underdeveloped for decades.

How tool solves challenge

In locations with high market strength, increasing the
density allowances for industrial and employment uses
may unlock development potential. Land prices and
infrastructure costs are often fixed costs, which means
lower intensity developments have a harder time
overcoming the barriers than higher intensity
developments. Aligning the zoning entitlements with
the highest intensity the market can deliver may allow
land costs to be absorbed. These changes may also
allow a more dense project to cover the cost of new or
upgraded infrastructure.

Tool Mechanics

Implementing this tool is simply a matter of adjusting
key zone district standards to enable more intensive
building forms and increase value density.

IMPACT
Low Med High

H N

EFFORT
High Med Low

Implementation Steps

1. Nostate actionis necessary and no direct subsidy
is required.
2. Change local zoning code standards to enable
more dense industrial development.
a. Understand maximum market potential and
calibrate standards accordingly.
b. Take acomprehensive look at zone
standards, not just height.

Implementation
Considerations

e Planners often think increasing density is simply a
matter of increasing height or floor area ratio
(FAR), but a more comprehensive set of changes is
needed. Adjustments to parking standards,
setbacks, lot coverage and landscaping
requirements that allow more of the site to be
used for income producing buildings are also often
necessary. Additional infrastructure costs due to
denser uses should also be considered.

e Calibrating zoning to the maximum market
potential in the near to medium termis both
critically important and challenging. Market
dynamics shift faster than zone standards change.
Increasing zoning density can be a difficult political
process. It isimportant to engage with innovative
local designers, builders and developers during the
zone change process to understand the upper
bounds of what could be feasible in the near to
medium term.

Point of Contact

David Goldberg

Seattle Office of Planning and Development

Senior Planner

(206) 615-1447

David W.Goldberg@seattle.gov 17



Case Study

Name / Location:
Georgetown Crossroads / Seattle, Washington

Description:

Georgetown Crossroads is the first multi-level distribution facility in the nation. The developer Prologis, built this
590,000-square-foot, three-level project in 2017 on the site of a former single-level, 50-year-old warehouse. The site
enjoys close proximity to the Port of Seattle as well as major freeways/arterials. The bottom two levels are dedicated
for fulfillment, occupying over 400,000 square feet of space. The third level, at more than 180,000 square feet, has a
16-foot clear height and two loading docks supported by three forklift-accessible freight elevators. The floor has
been designed for office, manufacturing and light warehousing use, but not for heavy-duty fulfillment.

Problem:

Prologis wanted to maximize the efficiency of a site through vertical expansion. Typical industrial zoning restricts
height and lot coverage and costs of multi-level construction can be positive. This site is zoned 1G-2, General
Industrial, which has no height limit and generous lot coverage requirements. Some jurisdictions in the Portland
region would not allow the height of Georgetown Crossing (height of approximately 70 feet). Another challenge is the
high cost of construction. It may cost as much as an additional $150/square foot to construct a multi-level
distribution facility. Only high-value land justifies such a cost.

Solution:

Prologis constructed a 590,000 square foot fulfillment center on three stories. This project features ramps for truck
access to second floor loading docks, in addition to a freight elevator that helps move products vertically between the
floors. Prologis broke the mold on multi-level distribution, recognizing high land costs, historically low vacancy rates
(and commensurate increase in rents), increasing demand for shipping/delivery, and increasing transportation costs.

Research Sources:

e Rising to the Challenge with the First U.S. Multi-story Warehouse. (2017). Retrieved from:
https.//www.prologis.com/logistics-industry-feature/rising-challenge-first-us-multistory-warehouse

e Prologis Builds First Multi Level Distribution Center. (2018). Retrieved from:
https://www.freightwaves.com/news/smart-capacity/prologis-builds-first-multilevel-dc

18
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Entitlements

Adaptive Reuse Incentives / Code Exemptions

Defining the problem

Strict interpretations of building code can make the
adaptation of existing buildings to suit new uses
impossible or very costly, which incentivizes
demolition or continued abandonment of parts of or
entire buildings. With the large number of aging
buildings in the Portland region, the question of how to
maximize the benefit of the existing building stock
looms large over analyses regarding regional
employment lands.

How tool solves challenge

Jane Jacobs, author of Death and Life of Great American
Cities, famously wrote that “cities need old buildings so
badly it is probably impossible for vigorous streets and
districts to grow without them.” This is because old
buildings provide cheap and flexible space for
entry-level and low-margin businesses to operate and
thrive. Jacobs also wrote that “Old ideas can
sometimes use new buildings. New ideas must use old
buildings.

Providing a pathway for the cost-effective adaptive
reuse (AdRu) of existing buildings can help create
lower rent employment spaces that are affordable to
industrial, creative and start-up businesses. A recent
study from the National Trust for Historic
Preservation® found that, to grow their economies,
cities should make it easier to reuse small buildings;
and that, in some cities, “older commercial buildings
languish, with empty upper floors or vacant
storefronts. Cities can help unlock the potential of
these spaces by removing barriers, such as outdated
zoning codes and parking requirements and
streamlining permitting and approval processes.”

IMPACT
Low Med High

EFFORT
High Med Low

H B

Tool Mechanics

The tool works primarily by easing the regulatory
approval process on adaptive reuse efforts for older
buildings, by providing financial incentives for AdRu,
and by lowering the construction costs associated with
reuse by loosening the applicable requirements.

Flexibility and options are needed in meeting building
code, seismic, accessibility, and fire requirements when
adapting old buildings to new uses.

A single permitting point of contact is provided, which
can beinthe form of a dedicated lead planner, to
facilitate projects through the review process and
ensure that zoning relief and permit review fee
waivers are applied properly.

Building reuse is integrated as a goal in other policy
initiatives and reforms (i.e., zoning code updates,
building code reforms, parking policy changes, transit
oriented development guidelines, climate plans, and
zoning code updates).

Jurisdictions provide financial incentives to repurpose
older buildings by setting aside money from
development review revenue to cover costs like
permitting and architectural fees.

Most of the implementation measures are taken by
local jurisdictions, though the state building official can
also be a partner in building code reforms.

Key partners include planning, zoning, historic
preservation, and building code officials.

Local architects experienced with adaptive reuse
projects are a key resource, that can help the tool
evolve and work better over time based on their
iterative feedback.

" Older, Smaller, Better: Measuring how the character of buildings and blocks influences urban vitality, National Trust for Historic Preservation (NTHP):

http://dillonm.io/articles/NTHP_PGL _OlderSmallerBetter_ReportOnly.pdf

19



Entitlements: Adaptive Reuse Incentives / Code Exemptions

Implementation Steps

1.

Each local jurisdiction provides a single point of
contact for AdRu projects. For example, Phoenix,
AZ, chose to establish an Office of Customer
Advocacy, a one-stop shop within the
Development Services Department. The office
was placed in a visible first-floor location of their
development services building and staffed by
employees with extensive experience and
knowledge about development. Staff act like a
primary care physician handling a small business
owner’s case and connecting them to various city
resources, giving them revitalization options
besides knocking down buildings.

Apply the International Existing Buildings Code to
AdRu projects, rather than the code requirements
of the International Building Code (IBC) for new
buildings.

a. Or, apply the requirements of the building
code that was in effect at the time of the
building’s original construction.

Provide zoning relief tools for parking, setbacks,
density, height, landscaping, and screening.
Integrate processes for these tools and
concurrent multi-discipline development review.
Give priority to AdRu projects when processing
zoning applications.

If the building is historic, provide a Certificate of
No Effect for historic preservation purposes.
Implement more flexible definitions of building
use to make future adaptation to changing market
needs easier, faster, and less expensive.

Implementation
Considerations

A successful adaptive reuse program should have a
guiding priority of maintaining safety with proper
engineering surveys while helping business owners
reduce their time and costs. It may require action
by the state building official, working with local
building officials, to allow broader local
interpretation of building codes.

This loosening of building code interpretations
must be paired with zoning changes that exempt
AdRu projects from key standards, especially those
that were not in place when the building was
originally constructed, and those that may apply to
a proposed new use but not to the original use.

One possible unintended consequence is that
adaptive reuse projects can serve to extend the life
of existing buildings, which may have a lower floor
area ratio than the zoned capacity of any given site.
This must be balanced with the potential to bring
lower cost space to market, which is vital for
stimulating economic growth.

The amount of older buildings where adaptive
reuse is a potential option is significant in older
parts of cities. All buildings have an economic life
that eventually will make them potential
candidates for adaptive reuse as their original uses
cease and leave them vacant. It is just a matter of
time.

Point of Contact

Phoenix, AZ: Office of Customer Advocacy,
602-534-7344

Los Angeles, CA: Mayor’s Office of Housing and
Economic Development, 213-978-0600
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Case Study 1

Name / Location:
Old Bank District / Los Angeles, California

Description:

One block with four formerly abandoned historic office
buildings in Los Angeles was redeveloped into a mix of
office, retail, services, loft apartments, and event space.

Problem:

Abandoned buildings in a prime location were not being
used.

Solution:

Adaptive reuse incentives were cited as the key that
unlocked the reuse potential of older buildings in
downtown LA, leading to more than 14,000 new
housing units being created between 1999 and 2012.
California Environmental Quality Act (CEQA) does not
apply if a project is “by-right” in a building that is not
historically significant. This provides project flexibility
in meeting seismic and other requirements.

Research Sources:

e Adaptive Reuse Program. (2019). Retrieved from:
https://www.downtownla.com/images/reports/ada
ptive-rescue-ordinance.pdf

e [earning from Los Angeles. (2013). Retrieved from:
https://la.uli.org/wp-content/uploads/sites/26/201
3/08/Partnership-for-Building-Reuse-Learning-fro
m-Los-Angeles-2013_opt.pdf
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Case Study 2

Name / Location:
WebPT / Phoenix, Arizona

Description:

A 6,600-square-foot building in Phoenix, originally
used as tortilla factory, was converted for use as tech
offices.

Problem:

Abandoned buildings in a prime location were not
being used.

Solution:
Streamlined permitting and review process at city of
Phoenix enabled the redevelopment of this site.

Research Sources:

e Adaptive Reuse: Turning Blight into Bright. (2019).
Retrieved from:
https://www.ccim.com/newscenter/commercial-re
al-estate-insights-report/adaptive-reuse/?gmSsoP
c=1#localcollab

e Phoenix Adaptive Reuse Program Eases the Way for
Downtown Development. (2016). Retrieved from:
https://www.bookweb.org/news/phoenix-adaptive
-reuse-program-eases-way-downtown-developme
nt-34606

e Adaptive Reuse Program. (2019). Retrieved from:
https://www.phoenix.gov/pddsite/Documents/TR
T/dsd_trt_pdf 00594.pdf
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Redevelopment

Summary of Tools

Unlike the national best practices for the
“‘Entitlements” challenge, there is a fairly wide
range of implementation complexity for the tools
addressing the “Redevelopment” challenge. Some
of these tools (“Major Public Site Repurpose’,
“Single Parcel Urban Renewal Areas”, and “Micro
Commercial Spaces”) can be implemented at the
local level, with only city council action. Others
require legislative action at the state level and
some could be challenging from a political
standpoint (“Metropolitan Districts” and “Land
Value Tax”), and are therefore unlikely to be
implemented in the near term. These more
complicated tools are nonetheless worth
considering since they have been used effectively
in other states. That said, all of the redevelopment
tools have potentially wide applicability and any
jurisdiction could take advantage of them.

This category contains the following tools and
case studies:

1. Metropolitan Districts
Case Study: Belmar Redevelopment
Project (Lakewood, CO)

2. Major Public Site Repurpose
Case Study: Stapleton (Denver, CO)

3. Land Value Tax/ Split-Roll Taxation
Case Study: Harrisburg Split-Roll System
(Harrisburg, PA)

4. Single Parcel URA/TIF Districts
Case Study: Seaholm Redevelopment
Project (Austin, TX)
Case Study: Wilsonville Tax Increment
Finance (TIF) Zones (Wilsonville, OR)

5. Title to Foreclosed Properties
Case Study: Midcity Baton Rouge
Affordable Housing (Baton Rouge, LA)

6. Micro Commercial Spaces
Case Study: Micro Commercial Spaces
(New York City, NY)
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Redevelopment

Metropolitan Districts

Defining the problem

Many employment sites throughout our region require
substantial new or upgraded infrastructure to be
developed, and often these costs exceed the value of
the land. Infrastructure costs for large-scale
development projects are rarely feasible to be financed
through private equity and debt. Without a tool to
overcome this cost imbalance, these sites are likely to
sitidle.

Existing tools often have a narrow set of eligible
projects, uses and potential revenue sources. They
tend to be inflexible and best suited to finance the
construction of a single, near-term infrastructure item.
They also can have a relatively high bar to establish in
the first place. For instance, Local Improvement
Districts (LID) require signatures from a majority of
property owners and a jurisdictional vote to decide if a
LID will be established. If two-thirds of property
owners object, the city cannot proceed with a vote at
all.

How tool solves challenge

Metropolitan Districts are a special district established
by state law in Colorado. They have a wide range of
potential uses, sources of revenue and can be
established by the private sector. Under Colorado law,
Metropolitan Districts are considered to be an
independent unit of government and, as such, are
vested with wide ranging powers, including the ability
to assume low-cost bond financing to construct
infrastructure. Revenue for bond payments can be
raised from a wide variety of sources, such as special
assessments, fees, and property and sales taxes. The
flexibility and autonomy of Metropolitan Districts have
made them a very popular tool to finance
infrastructure. They have been used for urban infill,
brownfield redevelopment, and large-scale greenfield
developments.

IMPACT
Low Med High

EFFORT
High Med Low

Tool Mechanics

Colorado state statutes establishes Metropolitan
Districts as a subdivision of the state, like a city. The
statutes define a narrow set of eligibility requirements
that make establishing a new Metropolitan District
fast and predictable, because they are not subject to a
political process.

No popular or jurisdictional vote is required for the
formation of a Metropolitan District; they only require
cooperation among affected property owners. Local
jurisdictions only have the ability to decide on the
eligibility of a Metropolitan District based on a narrow
set of state requirements, including having a Service
Plan that provides at least two basic services and
identifying an eligible set of electors. Electors must be
registered to vote and either: 1) a district resident or
2) a private owner in the district. The elector
requirements allow private corporations to determine
all electors, and there is no recall or popular election
that can upend the board.

Once established, a Metropolitan District can set
about establishing fees, taxes, and special assessments
to fund a wide range of activities, including
infrastructure construction, management, business
development. Activities (costs) born by the developer
related to furthering the project can be deemed
eligible expenses and paid by Metropolitan District
funds. In addition, the debt assumed by the
Metropolitan District is non-recourse to the original
owner/developer and is not backed by the jurisdiction
that the property is within.

Metropolitan Districts can operate in perpetuity and
change or add new fees, taxes, or special assessments
based on changing construction budgets or new
projects. This makes them particularly well suited to
large-scale, multi-phased projects.
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Redevelopment: Metropolitan Districts

]
Implementation Steps Implementation
1. Stateenabling legislation is required. ConSiderationS
2. Development of state rules regarding
Metropolitan District eligibility, such as Service e The key strengths of Metropolitan Districts are
Plan and Qualified Electors, are needed. their ability to raise revenue from multiple sources,
3. Metropolitan District formation by private or adjust revenue and projects over time, and make
public entity requires: decisions quickly outside of a political process.
a. Service Plan, With such wide-ranging power, comes risk. Special
b. Qualified electors for board, consideration would be required when enacting
c. Bondissuance, state legislation to preserve the right balance of
d. Construction of infrastructure, and these strengths and accountability.
e. Development of real estate.

e Oregon currently has property tax revenue
limitations and a lack of sales tax that could
hamper the impact of a financing tool like
Metropolitan Districts. However, there are likely
ways to creatively define certain fees so as to
enable this tool to still be effective in the state.
Oregon has experimented with classifying new
revenue as fees rather than sales taxes to avoid
prohibition against a sales taxes. This could enable
the implementation of something resembling a
Metropolitan District but further investigation is
needed.

e Metropolitan Districts are particularly well suited
for large-scale, multi-phased development projects
because of their ability operate for long periods of
time, and adjust projects and revenue.

Point of Contact

Colorado State Department of Local Affairs (DOLA)
Division of Local Government

Denver’s Union Station renovation was financed, in part,
using Metropolitan Districts. 303-864-7720
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Case Study

Name / Location:
Belmar Redevelopment Project / Lakewood, Colorado

Description:

A 22-block, 104-acre redevelopment of former Villa Italia Mall originally opened in 1966 and closed in 2001. A
multi-layered financing strategy helped remediate and redevelop the site into a major mixed-use town center for this
suburban community. The Metropolitan District allowed for financing of major infrastructure through additional
property taxes and sales fees. The build-out includes 777,000 square feet of retail space, 300,000 square feet of
office space, 190,000 square feet of hotel space, 1,048 housing units, 9 acres of public parks/plazas, and 5,000
parking spaces (garage, surface, and street).

Problem:

The Villa Italia Mall was a dead mall in part of region with no “center.” The site lacked both modern, basic
infrastructure and placemaking infrastructure necessary to create a successful mixed-use town center. Developers of
the site needed the ability to borrow/bond for new infrastructure and a mechanism to assess property owners,
residents and business owners taxes and fees to pay bond obligations.

Solution:

Metropolitan Districts can be set up by a landowner with very limited requirements from the state and virtually no
oversight from local jurisdictions. They are required to provide two or more basic infrastructure service items, like
sewer or water, and often are designed to provide many. Importantly, they can exempt themselves from the Colorado
“taxpayer bill of rights” (TABOR) amendment that limits the amount of property tax that can be levied. This allows
them to assess at higher rates and reassess more often than would otherwise be allowed by state law.

Research Sources:

e Belmar: A Colorado Brownfields Success Story. Retrieved from:
http://coloradobrownfields.org/portfolio/belmar-mixed-use-redevelopment-lakewood/

e Belmar: “Urbanizing” a Suburban Colorado Mall. (2013). Retrieved from:
https://urbanland.uli.org/development-business/belmar-urbanizing-a-suburban-colorado-mall/

e The Publication of Private Business. Retrieved from:
https://www.coloradofuturescsu.org/wp-content/uploads/2016/12/Metropolitan-Districts-in-Colorado-The-Pu
blicazation-Of-Private-Business.pdf
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Redevelopment

Major Public Site Repurpose

Defining the problem

A handful of large, publicly-owned sites exist within the
region, but their planning and development could have
an outsized impact on the region given the magnitude
of development, habitat, and open space that could be
possible. The development of these large-scale sites
poses unigue challenges. Traditional surplusing of
these large properties in a single transaction leads to
very high carrying costs for the purchaser that can
steer the new owner towards a development program
that maximizes quick cash return, such as a residential
subdivision. Large sites are likely to be developed in
phases, potentially over several real estate cycles, so
the right balance of clear vision, goals, and flexibility
are necessary. A unique and long-term public-private
partnership (P3) arrangement is needed that does not
fit the typical P3 model.

How tool solves challenge

The key to repurposing a large site is a phased
ownership transfer from a non-profit entity to a
private entity. This is important because non-profit (or
public) owners are not taxed and can help the project
avoid significant long term carrying costs. A private,
non-profit partner is preferable to a government
owner to ensure that rapid and predictable land
transfer can happen as market opportunities arise.

This arrangement has clear benefit for market-rate
development partners, but this type of relationship
also makes it far easier to include community benefits
in a project that would not otherwise happen. For
instance, incorporating parks, open space, and civic
uses is feasible because those areas were not
purchased by a developer who would be reluctant to
forego development on this portion of the property.

IMPACT
Low Med High

EFFORT
High Med Low

Tool Mechanics

Public entities can create project-based, non-profit
landholding entities that can partner with a private
developer or developers to develop a large,
multi-phased site. These non-profit landowners can act
more quickly and independently than if the land were
owned publicly. The private development partner can
request and be granted ownership of smaller portions
of the site to develop in phases, thereby limiting
carrying costs. Generally, the developer would have
what amounts to a sales option on the property that
assures them a fast and predictable supply of long
term land to build, assuming key performance
standards are met.

Implementation Steps

1. Conduct high level public/stakeholder planning
process to define “must have” and “nice to have”
elements of any future development. For instance,
wetlands and unbuildable stream areas can be set
aside right away, or key regional trail, road, or
infrastructure linkages can be identified as
required in any development scenario.

2. Create anon-profit entity that will act as owner
and steward of this high-level plan during the
phased development of the site.

3. Select a master developer and negotiate a set of
purchase option terms that include performance
standards that respect the fulfillment of the plan
obligations.
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Redevelopment: Major Public Site Repurpose

Implementation
Considerations

Clearly defining needs without being overly
prescriptive about how to achieve these needs is
important, particularly on very large, long-term
development sites that will be developed over several,
changing market cycles.

Point of Contact

Forest City Stapleton, Inc
303-382-1800
http://www.stapletondenver.com/

Calthorpe Associates
510-548-6800
http://www.calthorpe.com/

Denver's Stapleton Airport redevelopment before and after.
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Case Study

Name / Location:
Stapleton Airport / Denver, Colorado

Description:

Stapletonis a 4,700-acre master planned development of a former airport on the east side of Denver that has been
gradually redeveloping for over a decade. A private, non-profit entity was formed to own the land tax-free, and sell
phases as-needed to the chosen private development partner. This arrangement reduced the land carry costs for such
a large site, with payment of taxes only on what was in the immediate development phases. The site underwent a
master planning process that resulted in a plan for 12,000 new homes, 13 million square feet of office and commercial
spaces, and hundreds of acres of new parks.

Problem:

The decommissioning of Stapleton International Airport presented a unique opportunity for redevelopment.
However, large sites take multiple years or decades to develop so having a non-profit land holder and partner can help
offset large land carry costs (e.g., limit property taxes to immediate phases of development).

Solution:

A unique planning process resulted in the creation of a community-supported development plan. A private, non-profit
(Stapleton Development Corporation) was created through a partnership between the city and Denver Urban
Redevelopment Authority. The Stapleton Development Corporation was granted legal power to hold and sell land for
development which proved useful as it allowed for strategic, phased development of the land by Forest City, the
chosen master developer for the site. The creation of a private, non-profit entity is something that is unique to the
Stapleton case study that could be helpful on the handful of large, publicly-owned employment sites in our region.

Research Sources:

e Stapleton Mixed Use Master Plan. Retrieved from:
https://casestudies.uli.org/wp-content/uploads/2015/12/C034004.pdf

e City of Stapleton. Retrieved from: https://www.stapletondenver.com/community/our-story/
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Redevelopment IMPACT

Land Value Tax / Split-Roll Taxation T T

EFFORT
High Med Low

I

Defining the problem Tool Mechanics

The existing property tax system taxes land and Legislation would be required in Oregon to allow
improvements at the same rate. When improvements split-roll taxation to be implemented either statewide
are made to a property, the property tax assessment or independently by local jurisdictions.

goes up accordingly once the improvements are
completed. This provides a disincentive to develop
property, as the holding costs on underdeveloped land
are lower than taxes on more developed land.

Under split-roll taxation, property assessments are
divided into two parts: the value of the land, and the
value of the buildings. A ratio or multiplier is
established between the two assessment rates. For
instance, setting land tax rates at 10 times the rate of

How tool solves challenge tax on improvements.

A split-roll tax flips conventional property taxes on
their head by levying a much higher tax rate on land
than on buildings. Shifting the tax burden in this way
encourages more efficient and economically intensive
use of land, and discourages owners from
underutilizing land or engaging in buy-hold land
speculation.

This ratio could be set statewide, or on ajurisdiction by
jurisdiction basis, or based on some other geography
(i.e., land use or zoning). This ratio needs to be
sufficiently high to promote the intensification of land
use and discourage the underutilization of potentially
useful land.

Aregular public evaluation process should calibrate
these rates and relationships in order to maximize the
incentive to invest and minimize unintended
consequences.

This market-based approach to encouraging efficient
use of land could be geographic or zone-based in order
to focus on employment lands or avoid neighborhoods.

A lower tax rate on improvements removes a potential
disincentive to redeveloping vacant property. A higher
tax rate on land discourages real estate speculation
because developers cannot sit on undeveloped or
underdeveloped land without suffering steep costs.

Land value is already established and updated
regularly by property tax assessors in Oregon, so
minimal administrative costs would be associated with
implementing a split roll taxation system.

-

Parking lots in downtown areas are not discouraged with
current property tax structure
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Redevelopment: Land Value Tax

]
Implementation Steps Implementation
1. Pass state legislation authorizing split-roll ConSideratiOnS
taxation within Oregon.
2. Determine the ratio between land and e The cost of services is increasing, while the funding
improvement taxation rates. required to provide them has not kept up, leading
a.  Decide on whether this ratio varies by to aninterest in implementing property tax reform
geography, and if so, which in Oregon, possibly as soon as the next legislative
geographical units (jurisdiction, zoning session.

class, metropolitan region, etc.).
b.  Provide a mechanism for this ratio to
be adjusted over time.
3. Monitor market action and land price changes as
vacant land finds new highest and best use.
4. Conduct countywide property tax reassessments
onaregular, recurring schedule to improve equity.

e |tisunclear how split-roll taxation might conflict
with the property tax limitations which might, if
strictly interpreted, prevent taxes from increasing
under split-roll taxation and thus reduce its
effectiveness at closing government funding gaps.
It could still be an effective tool for reducing any
real estate land speculation that involves land
fallowing or keeping land uses at intensity levels
significantly below the highest and best use.

e Low-intensity land uses may eventually get priced
out or encouraged to intensify in order to pay a
higher tax rate on land. This may lead to different
considerations and consequences in residential as
opposed to employment areas, which any detailed
tax reform effort involving split-roll taxation would
need to address, using strategies such as low
income property tax deferrals.

Point of Contact

Dauphin County Tax Assessor’s Office
717-780-6101

High land value taxes incentivize development of vacant or
underutilized parcels. Example of a redeveloped parking lot in
Arlington, VA above
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Case Study

Name / Location:
Harrisburg Split-Roll System / Harrisburg, Pennsylvania

Description:

Harrisburg's split-roll system, enacted in 1975, encourages new construction and economic revitalization. It is
accomplished by reducing the tax rate on buildings while raising the tax rate on land. While not a full land value tax, it has
proven to be a remarkably effective tool to incentivize private owners to maximize the use of their land.

Problem:

In 1981, Harrisburg was listed as the second-most distressed city in the nation, requiring new tools to incent
development/redevelopment.

Solution:

Beginning with the implementation of the split-roll property tax and gradually increasing the tax on land while
decreasing the tax on buildings, Harrisburg has sustained an economic resurgence. As of 2001, the value of taxable real
estate was over $2.2 billion, versus $212 million in 1982. Over 26,000 building permits were issued from 1982
onwards, representing over $2.65 billion in new investment. Even adjusted for inflation, this is more than for any period
since Harrisburg became a municipality in the year 1791, with most of this investment undertaken since 1990. There
were over 5,500 businesses on the city tax rolls in 2001 compared to 1,908 in 1981. The number of vacant structures in
Harrisburg (over 5,500 in 1982) has been reduced by 85% to less than 400. Among cities that have gone to a split-roll
system, there is a considerable spread between the taxes on the value of land and those on the value of buildings. For
instance, Pittsburgh's tax rate on land is nearly six times the rate of buildings. The Titusville ratio is nearly 9 to 1, while
Harrisburg's ratio, which has been 3 to 1, will soon change to 4 to 1.

Research Sources:

e Why Don't More Cities Tax Based on Value of Land Rather Than What You Put On [t? (2013). Retrieved from:
nextcity.org/daily/entry/cities-split-rate-property-taxes-value-capture-land-value-Innovation-lab

e Land Value Rights. Retrieved from:
www.earthrightsinstitute.org/news-4/publications/land-value-rights/226-pa-tax-reform

e Split-Rate Property Taxation. Retrieved from: wealthandwant.com/themes/Split-Rate_Taxation.html
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Redevelopment

Single Parcel URA/TIF Districts

Defining the problem

Some communities have underutilized sites that fall
outside the coverage of traditional urban renewal
areas/tax increment finance districts (URA/TIF
districts) or Enterprise Zones.

How tool solves challenge

Cities can create URA/TIF districts for specific
underutilized or vacant properties within their
jurisdiction. Some communities create single site
URA/TIF districts for the purpose of investing in site
readiness and development and attracting
high-quality, job-producing tenants to specific
underutilized or vacant industrial properties.
Sometimes a single site or project can be easier to
establish as a URA/TIF than an entire district,
particularly if the site is large enough to generate
significant tax increment funds from development
itself and/or if the site is isolated with fewer impacts on
neighboring communities.

This tool could be useful for communities that: 1) lack
an enterprise zone that provides tax abatements to
attract eligible employment uses, or 2) are not
interested in implementing a broader URA/TIF district
due to political reasons, competing priorities, or
capacity of their current URA/TIF.

IMPACT
Low Med High

H B

EFFORT
High Med Low

Tool Mechanics

Cities must follow state statute (Oregon Revised
Statute 457) which governs URA/TIF districts. They
can establish a single site URA/TIF district or could
apply the same approach to a targeted set of sites.

Asingle site URA/TIF district has the same authority,
restrictions, and limitations as a multi-property
district. However, there can be fewer stakeholders and
less time-consuming process to establish these
focused districts. There are administrative costs and
time associated with settingup even a
non-controversial URA/TIF, so this tool is likely best
for particularly challenging sites (or for properties with
particularly compelling opportunities).

Cities can determine the maximum term of the
URA/TIF inyears, and the maximum indebtedness. If
no qualifying investment occurs within a
predetermined number of years of creating the
URA/TIF Zone, the City may decide to terminate the
URA/TIF.

URA/TIF agencies can provide direct grants to
property owners using URA/TIF funds. Agencies can
bond against tax revenue from anticipated private
development to pay for eligible uses under ORS 457
(e.g., infrastructure, building improvements, other
capital investments). Cities may impose minimum
investments, minimum job levels and average wage
levels as a prerequisite to initiation of single site
URA/TIFs.
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Redevelopment: Single Parcel URA/TIF Districts

Implementation Steps

1.

For each site, a city would need to set up a
URA/TIF per ORS 457. It would need to follow
state statutes around maximum indebtedness,
maximum area covered by URA/TIF within the
jurisdiction, etc.

Identify boundary areas, potentially working with
property owners and prospective developers.
Cooperate with local taxing jurisdictions per ORS
457 legal requirements.

Conduct public vote, if applicable within the
jurisdiction.

If approved and implemented, develop a scoring
mechanism for eligible investments that accounts
for number of jobs, income levels, and level of
investment but leaves room for flexibility.

Urban renewal can be applied to complicated single-site parcels
as a way to leverage development

Implementation
Considerations

e FEligible developments may be at odds with tax
abatement programs, such as an Enterprise Zone
or Strategic Investment Program.

e | ike other public finance methods, creation of a
single site URA/TIF would require consultation
with local taxing jurisdictions.

e |facitysetscriteriathat are too strict, a city may
not be able to attract development to chosen sites.
It is important to calibrate such criteria as
minimum investment, minimum job count,
minimum average wage level, to local market
conditions. This may entail consultation with
developers, and an assessment of investment
patterns in similar markets.

e There arelimited circumstances where this
approach could be useful, but, in those cases, it
could unlock development potential.

e Thisapproachis likely best for the most
challenging sites, since creation of the URA/TIF
requires time for implementation, and, in some
jurisdictions, a public vote.

e There may be potential pushback from the
business community about which sites are eligible.

e |f development is unsuccessful,the repayment
mechanism could be in jeopardy. Public debt may
not be possible, depending on the URA/TIF
structure.

e Partners could explore a regional mechanism
which would create and manage single-site
employment URA/TIFs. This would likely require
changesto ORS 457.

Point of Contact

City of Austin Urban Renewal Board

Sandra Harkins, Neighborhood Housing and
Community Development

512-974-3128 33
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Case Study

Name / Location:
Seaholm Redevelopment Project / Austin, Texas

Description:

The Seaholm Power Plant is a 7.8-acre redevelopment adjacent to downtown Austin that include a city-owned power
plant site and a few surrounding parcels. The plant’s main building is an iconic Art Deco structure that had been
vacant and out of operation for years. The development program includes the renovation of the 136,000 square foot
power plant building, an office building, a 60-unit condo building, a 180-room hotel and 50,000 square feet of retail
space. Employment tenants include a Trader Joe’s grocery and a 35,000 square foot office for MapMykFitness, an
Under Armour company.

Problem:

The Seaholm site was large and lacked basic urban infrastructure like streets, sidewalks and public open space. The
cost of renovating the large historic structure was significant. Low cost financing tools were needed to make the
project financially feasible.

Solution:

Texas law allows Tax Increment Financing (TIF) districts to be established on a single site or at a district scale. Similar
to Oregon, TIF revenue can be used to secure bonds to finance public infrastructure. The City formed a small, 30-year
TIF district around the site in order to capture future property tax revenue to underwrite the bonds that were used to
fund the construction of public infrastructure necessary to support a large-scale development. A master plan for the
site was created that resulted in new, very dense zoning standards, and a new street, trails and open space plan that
would be funded, in part, by TIF revenue supported bonds. The City formed a partnership with master developer
Southwest Strategies Group. The TIF project list included partial funding for the power plant building rehabilitation,
partial funding of a large 1.5 acre public plaza, and the entire cost of the new street improvements. The project is built,
fully leased and successful. The redevelopment as created more than 200 jobs and is expected to produce $2 million a
year in tax revenue.

Research Sources:

e City of Austin Seaholm Redevelopment Project: Project Plan and Reinvestment Zone Financing Plan. March 2009

e Seaholm Development project webpage: http://www.seaholmdevelopment.com/
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Case Study

Name / Location:
Wilsonville TIF Zones / Wilsonville, Oregon

Description:

Wilsonville established six TIF Zones on vacant warehouse property in 2013. The TIF Zones are similar to regular
urban renewal areas (URAs) and require the same process for implementation. However, there are several key
differences in the implementation of the districts. First, unlike traditional URAs, there will be no public debt involved.
Second, TIF Zones have a specific purpose to provide property tax incentives for companies who invest in one of the
five properties and create above-average wage jobs. TIF Zones offer businesses a rebate of up to 75 percent of the

property tax increment (growth) resulting from their qualifying investment in a TIF Zone property.

Current TIF Zones include the former corporate headquarters of Joe's Sports and Outdoor on Southwest Boeckman
Road; the former Nike distribution center off Southwest 95th Avenue; the former Ikon distribution center, also off
Southwest 95th; the 250,000-square-foot Wilsonville Distribution Center on Boones Ferry Road; and a former
Hollywood Video distribution center just off Elligsen Road near Argyle Square in north Wilsonville.

Problem:

The city of Wilsonville sees manufacturing and technology as important industries for the future of the City’s
economy. There are several warehouse sites in the City that could accommodate businesses in those industries if a
developer was able to reposition the properties. Wilsonville does not qualify for Oregon'’s Enterprise Zone program
because it is not considered economically disadvantaged under state criteria. The TIF Zones program provides a

similar incentive.

Solution:
Since 2013, the City has not activated its TIF Zones on any of the six sites. The City required that companies invest at

least $25 million in capital improvements and/or qualified equipment, and create 75 or more new, permanent
full-time jobs that pay a minimum of 125% of the average Clackamas County wage. The City learned from prospective
developers that these eligibility criteria were too stringent, and this was limiting participation. The City is currently in
the process of recalibrating the eligibility criteria for new investments so that more uses could be eligible which could

incentivize new development.

Research Sources:
e City of Wilsonville - Incentives. Retrieved from: https://www.ciwilsonville.or.us/economic/page/incentives

e Phone Conversation with Tiberius Solutions (consultant working with the City of Wilsonville), May 15, 2019.
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Redevelopment

Title to Foreclosed Properties

Defining the problem

During a recession, properties can be foreclosed on for
failure to pay property taxes. Counties assume
ownership and the maintenance and management of
these properties can be costly. Many counties will hold
public auctions to sell these properties. During a
recession, there may be few buyers or buyers may be
buying to hold and speculate on a sale when the
market recovers, but have no plans to develop the sites
themselves. This pattern can result in clusters of
blighted properties in certain neighborhoods that
impact surrounding property values and are slow to
see investment.

Redevelopment agencies (RDAs) and Land Bank
Authorities have difficulty paying for new land,
especially if they are not provided with seed capital
from other government entities. Establishing a system
whereby certain governmental or quasi-governmental
entities are offered right of first refusal for foreclosed
properties can provide a much-needed source
(“pipeline”) of land for these entities.

How tool solves challenge

Granting RDAs, Land Bank Authorities, and URA/TIFs
the right of first refusal on publicly foreclosed
properties would achieve several objectives. First, it
would provide counties with a fast way to remove
properties from their balance sheets. Second, it would
provide a new pipeline of properties to public agencies
that often struggle to secure property. Third, it would
reduce speculation in the form of private “land
banking” Fourth, it would increase the odds that
broader community benefits could be achieved
through the redevelopment of these properties.

IMPACT
Low Med High

EFFORT
High Med Low

Tool Mechanics

State law dictates certain rules and criteria that public
agencies need to follow when disposing of property.
This can include granting certain public agencies the
right of first refusal for certain property types.

An eligible organization, such as a RDA, can review
foreclosed property inventories on a regular basis. The
agencies can determine which are desirable and
exercise their right of first refusal to acquire. The
‘cost” can be established in a number of ways. At the
high end, it could include the combined back taxes
owed and administrative costs incurred to the county.
In Louisiana, there is no direct cost assigned, which
incentivizes the RDA to take more properties off the
balance sheets of the county. The “cost” to the RDA is
an estimate of future ownership costs (e.g., demolition,
renovation, or simply mowing the grass) and the legal
costs to clear the title. These costs can range but they
are often well below the market value of the property,
evenin arecession.

Once the property has changed owners, the RDA then
is responsible for maintenance and clearing title. After
the title is cleared, the property can be leveraged into a
public-private partnership or land banked to assemble
with surrounding properties. The property has market
value with limited cost liabilities, allowing the RDA to
leverage that market value, which is often a significant
component of public subsidy on projects.
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Redevelopment: Title to Foreclosed Properties

Implementation Steps

1.

State administrative rule change is required to
establish the right of certain public agencies to
exercise a right of first refusal on publicly
foreclosed properties before public auction.
Establish communication protocols between
counties and eligible receiving agencies to share
inventories of foreclosed properties.

Establish timelines for exercising right of first
refusal and public auction.

Eligible receiving agencies need to establish
property management capacity and engage
cost-effective legal counsel to clear title of
properties.

Example of a foreclosed commercial property

Implementation
Considerations

e \While this tool can be very powerful in recessions
or down market periods, it will not be fruitful in
boom times when there are fewer foreclosures. It
is hard to imagine a down market in 2019, but
recessions are all but guaranteed to happen again
and having this tool in place prior to the next
recession would likely prove beneficial.

e Thisstrategy canalso assist RDAs and Land Bank
Authorities in long term land assembly efforts.
These assemblies can enable projects of a larger
scale than would otherwise happen on small sites,
but the assembly period can also take a long time
and result in underutilized properties at key
locations for years. The Lents Town Center areais
an example of that phenomenon locally, where
Prosper Portland has been assembling property
for over a decade and only recently has significant
redevelopment occurred.

Point of Contact

Tara Titone, Director, East Baton Rouge
Redevelopment Authority
225-387-5606

ttitone@ebrra.org
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Case Study

Name / Location:
Entergy Site and Surroundings / Midcity Baton Rouge, Louisiana

Description:

The local URA/TIF Authority, East Baton Rouge Redevelopment Authority (EBRRA) had a right of first refusal to
receive title to foreclosed properties from the Parish (County) of East Baton Rouge, in Louisiana. EBRRA was
obligated to clear title prior to soliciting redevelopment partnerships, but EBRRA is not responsible for any liens (e.g.,
back taxes). The cost to clear title and maintain property (e.g., fence, mow grass) is often far less than market price.

Problem:

During the economic downturn, Baton Rouge had many abandoned and foreclosed properties in the Midcity area
surrounding a large former power plant, called the Entergy Site, that EBRRA owned. The County was burdened with
the cost of owning the dilapidated parcels and they had little market value at the time. The EBRRA was negotiating a
public-private partnership (P3) at the time that would, if successful, raise the land value of surrounding parcels.

Solution:

EBRRA evaluated a list of foreclosed properties provided by the parish to select which properties they wanted and
would exercise their right of first refusal to acquire. The decision process involved understanding the costs associated
with holding, cleaning, and clearing the property and title compared to the potential sale value or joint venture
partnership opportunities in the future. Several sites around the Entergy Site were selected because of the potential
value lift from the large-scale P3 development the EBRRA was negotiating at the time. These sites were evaluated for
potential mixed-income housing development sites in partnership with non-profit and faith-based community
partners. The EBRRA as a redevelopment authority has the ability to bond against future revenue created by
property appreciation, and use this funding stream to purchase foreclosed properties for improvement.

Research Sources:
e FEast Baton Rouge Redevelopment Authority. Retrieved from: http://ebrra.org/main/inside.php?page=featured_1
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Redevelopment

Micro-Commercial Spaces

Defining the problem

Starting a new business is risky, potentially expensive,
and an effort that is statistically unlikely to succeed.
Yet, local economic growth depends on new business
development as innovation produces new firms and
new business models. History provides many examples
of businesses started in a garage. Every new business
needs affordable space within which to begin and
grow.

How tool solves challenge

Creating small, affordable retail, manufacturing,
offices, and/or maker spaces are all strategies to open
up opportunities and pathways to entrepreneurship
for start-ups and small businesses. Spaces could be
leased, or even sold as condominiums or cooperatives,
to provide opportunities to build long-term wealth.

Creating micro-commercial spaces can be an effective
equitable development strategy, as it can lower the
cost of entry for new business startups.

While the private market can create micro-commercial
spaces, zoning and municipal codes can often get in the
way. Key strategies to facilitate micro-commercial
spaces include eliminating minimum parking
requirements, allowing for a broad mix of uses,
creating streamlined approval processes for adaptive
reuse projects, and reforming building codes to allow
subdividing buildings into smaller spaces.

IMPACT
Low Med High

H N

EFFORT
High Med Low

Tool Mechanics

Micro-commercial spaces are mostly enabled and
encouraged at the local level. However, the state
building official could provide assistance by reforming
building codes to allow subdividing buildings into
smaller spaces statewide.

Local jurisdictions should check zoning codes to
ensure that parking, use, and other requirements do
not effectively prevent micro-commercial projects.
Allowing for a mix of uses is the key to encouraging
micro-commercial spaces, for instance, allowing a
business to manufacture and sell its goods in the same
space. Dividing larger buildings up into multiple
smaller spaces could be infeasible if parking
requirements get in the way.

In general, it should cost very little to encourage and
support micro-commercial spaces, while yielding
multiple potential economic dividends, including new
business creation, job growth, and ultimately growth in
the tax base.

e
il PLAN %

| Don'tGive Up.

i

Small commercial spaces are cheaper to rent, opening

opportunities to a wider market 39



Redevelopment: Micro Commercial Spaces

Implementation Steps

1.

Reform building codes to facilitate subdividing
buildings into smaller spaces.

Loosen zoning codes regarding parking, use, and
other requirements that could prevent
micro-commercial spaces.

Implement adaptive reuse programs that reduce
barriers to converting older buildings into
multiple smaller spaces to house a variety of new
uses.

Work with community economic development
groups (e.g., Micro Enterprise Services of Oregon,
Mercy Corp NW, Ascent Funding, Craft3, Oregon
Translational Research and Development
Institute, Small Business Development Centers)
to establish pathways from training programs and
other entrepreneur development efforts to
micro-commercial space developers and
promoters.

Implementation
Considerations

e Micro-commercial spaces can offer pathways to

entrepreneurship for traditionally economically
disadvantaged populations.

Micro-commercial spaces can benefit from transit
and active transportation options to support
workforce and client access.

Larger existing sites can be subdivided into smaller
spaces in a variety of contexts to encourage
different combinations of small retail,
manufacturing, office, and other space uses.

Key partners in creating successful
micro-commercial spaces include municipalities,
private developers, business and economic
development organizations, Certified
Development Corporations, non-profits, and of
course, motivated entrepreneurs.

e Anchor tenants may help make micro-commercial
spaces more feasible.

e Setting of lease terms is important particularly
with respect to subleasing.

e |n addition to small sized commercial space, such
developments should include flexible space to
allow for on-site expansion. The lease terms and or
flexibility within the site for relocating businesses
should address this.

Point of Contact

New York City Economic Development Corporation,
212-619-5000

Smaller spaces often attract a diversity of users
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Case Study

Name / Location:
Micro-Commercial Spaces / New York City, New York

Description:

Similar to the now ubiquitous food carts across the Portland region, micro-commercial spaces provide for entry-level
commercial spaces that allow small businesses to establish a low-risk proof of concept. Larger spaces, such as old
warehouses, are subdivided into smaller spaces that are then subleased, leased, or turned into commercial
condominiums and sold to emerging new businesses seeking affordable space.

Problem:

Pathways to entrepreneurship need to be established, particularly for traditionally marginalized communities.
Alternatives to “getting ajob” are needed to allow for meaningful participation in the economy and wealth-building to
economically disadvantaged populations.

Solution:

Small flexible spaces greatly reduce overhead costs for small business owners. Combined with business development
and entrepreneurial training programs, small flexible spaces can provide increased access on the economic ladder for
early stage startups. Micro-manufacturers involved in food processing and food production are one group of
potential tenants that are crucial to the growth of food and dining businesses in a city. Many producers that start
using shared kitchens have gone on to establish full-service restaurants, expanded to roving food trucks, or even
created special sauces for restaurants distributed across cities. Consumer-facing producers that create high-value
items with small equipment, like jewelry, scarves, and small furnishing goods, typically require small workshops that
measure 400-800 square feet each.

Research Sources:

e [s Tiny Commercial Real Estate The Next Big Thing? (2018). Retrieved at:
www.bisnow.com/charlotte/news/retail/is-tiny-commercial-real-estate-the-next-big-thing-83166

e [Empty Stores Are Killing New York City. Is This the Fix? (2018). Retrieved at:
www.citylab.com/equity/2018/10/vacant-storefronts-nyc-commercial-rent-control/574069/

e Tiny Restaurants Turn Into Small Wonders. (2013). Retrieved at:
www.crainsnewyork.com/article/20130811/RETAIL_ APPAREL/308119972/tiny-restaurants-become-money-m
agnets
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Site Assembly/Aggregation

Summary of Tools This category contains the following tools

Site assembly and the challenge of “unwilling and case studies:

seller” property owners is a key challenge that can
be solved with carrots like high purchase prices,
patience through changes in ownership, or sticks Case Study: Menomonee Valley
like the use of eminent domain. The tools identified Industrial Center (Milwaukee, WI)
in this section focus primarily on new carrots, like
expanded entitlements in “Graduated Density
Bonuses” and increased patience and purchasing

1. Enhanced Development Authority

2. Graduated Density Bonus
Case Study: Kadota Fig Neighborhood

power of “Industrial Land Banks”. An expansion of (Simi Valley, CA)

etrnJltnentJ[Fjomalg is aTdafvenue ﬁz'at \;vou(ljd| req|U|re 3. Industrial Land Bank

> ea.c On ane cotia face politicat and 1eg4 Case Study: Cleveland Industrial
headwinds.

Commercial Land Bank (Cleveland,

Of the three national best practice tools identified OH)
for the site assembly/aggregation challenge, two

(“Graduated Density Bonuses” and “Industrial

Land Banks”) can be instituted relatively simply at

the local level, although it is possible that the land

bank tool may require some minor modifications to

state law. The third tool for this development

challenge (“Enhanced Redevelopment Authority”)

is more politically complex and would require

changes to state law in order to implement.
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Site Assembly/Aggregation

Enhanced Redevelopment Authority

Defining the problem
Redevelopment Authorities (RDAS) are adept at
large-scale, complex redevelopment projects but
sometimes lack the full range of tools needed for
purposeful development.

How tool solves challenge

Development authorities have broader powers in site
redevelopment (e.g., site condemnation), financing

tools (e.g., exempt from state tax measures, allow fees,

capture frozen base) and risk tolerance (i.e., deal
participation). This creates a stronger, more nimble
“public” partner in public-private partnerships.

RDAs are especially effective in large-scale and
complex redevelopment projects and land assembly,
which could be applicable to large-scale employment
land redevelopment.

Tool Mechanics

A RDA is an independent political and corporate body
that is not an agency of a municipality. The RDA has
more nimble operations and flexible capital than if
housed in ajurisdiction. RDAs are granted broad
powers to plan and implement actions needed to
redevelop underused and deteriorated areas to
encourage new development and to promote growth.

Key parties that interact with a RDA include local
jurisdictions, private landowners, and developers.

Funding can come from a variety of sources, including
grants and possibly private funds. As an independent
corporation partnered with a city, county, or region,
RDAs can creatively leverage other funding sources.
Revenue generation potential depends on the

structure of the authority and what assets it holds, but

is similar to aland bank in its powers.

IMPACT
Low Med High

EFFORT
High Med Low

Oregon laws may limit the potential powers of a RDA.
More research and discussion is needed if jurisdictions are
interested in implementing this tool. Interested parties
should explore potential statutory changes to expand
URA/TIF or land banking authority to focus on site
readiness and employment lands explicitly, and potentially

to grant additional necessary powers.

RDAs are implemented at the local level, but interested
parties could consider a cross-jurisdictional regional
approach.

Implementation Steps

1. Convene stakeholders to explore interest in statutory
changes to expand URA/TIF or land banking authority
to focus on site readiness and employment lands
explicitly, and potentially to grant additional necessary
powers.

2. Additional steps will be identified from these
discussions on statutory changes and will vary
depending on the current structure of specific cities.

Implementation Considerations

e Some entities are granted statutory authority to
undertake redevelopment with greater independence
and power, especially for condemnation.

e Aregional approach that would pool resources across
jurisdictions and look at employment land as a regional
portfolio may be a benefit.

e There could be concerns regarding governance and
ensuring that powers are used for public purpose.

e RDAs could be limited in scope to achieve a specific
goal (e.g., living wage job production).

Point of Contact

Redevelopment Authority of the City of Milwaukee
414-286-5730
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Case Study

Name / Location:
Menomonee Valley Industrial Center / Milwaukee, Wisconsin

Description:

The Redevelopment Authority of the city of Milwaukee (RACM) is an independent corporation created by state
statute in 1958. The Redevelopment Authority is a leader in the field of economic development. Over the years, it has
issued bonds in excess of $1 billion to leverage and support private investments.

The Redevelopment Authority was a key player in the redevelopment of the Milwaukee Railroad Shops property in
the western end of the Menomonee Valley. Once home to manufacturing plants, the property was abandoned in 1985
when the Milwaukee Railroad went bankrupt. In 2002, before the City acquired the site, local partners organized a
national design competition to plan the redevelopment of the property. The blighted site later became the subject of
Milwaukee’s largest eminent domain action, and the Redevelopment Authority acquired the land from Chicago-based
CMC Heartland Partners for $3.5 million in 2003.

Problem:
Like many brownfields, the site has an industrial history going back to the 19th century. Redevelopment of the site

required an active public champion who could lead implementation and consolidate the different funding sources
required to revitalize the site.

Solution:
Since redevelopment, the city has spent $24 million to create the 60-acre Menomonee Valley Industrial Center. Key

projects included the purchase and demolition of the former railroad shops, an environmental cleanup, and new roads
and parks. Property taxes from the new businesses, and the sale of business park parcels, are paying back the City's
