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STRONG ECONOMIC GROWTH AND COMPETITIVENESS

PDC'’s leadership in economic development during 2008-09 resulted in City Council’s
adoption of Portland’s first economic development strategy in more than 15 years. The
strategy establishes an ambitious target of growing employment in the city by 10,000

in five years, and challenges the city to build the most sustainable local economy in the
world during that time. In a sustainable economy, people live and do business in ways
that are good for the economy, the environment, and for communities. Residents have
the opportunity to prosper. Businesses realize their growth potential. And neighborhoods,
communities, city and region enjoy an enviable way of life.

As part of the strategy, PDC’s Business & Industry team narrowed its target industry
efforts to four clusters: clean technology and sustainable industries, activewear, advanced
manufacturing and software. By improving the competitive environment for firms in
these traded sectors, PDC intends to drive employment growth throughout the regional
economy.

In November 2008,
Vestas, the world's leading
supplier of wind power
solutions, announced that
Portland would be the
permanent home of the
company’s North American
headquarters, which would
be housed in a newly-
constructed 400,000 square
foot facility in Portland’s
central city. Vestas is the
anchor to a burgeoning wind
energy cluster in Portland Portland’s working harbor, confluence of Columbia and Willamette rivers
that also includes the North
American home of Iberdrola, an international leader in wind energy development.

PDC, in tandem with Mayor Sam Adams, unveiled a new international strategy that
demonstrated a renewed commitment to promote Portland products and services abroad
and highlight Portland as a place to locate and invest in businesses. This strategy guided
city delegations to China, Taiwan and Northern Europe and produced the city’s inaugural
International Awards Dinner.

PDC’s heightened focus on value-added manufacturing fueled progress for the
agency’s Harbor ReDlI Initiative, which provides a pathway for the sale and redevelopment
of contaminated industrial sites. Harbor ReDI represents the most comprehensive effort
to increase the supply of available industrial land in the city. A blue ribbon committee
overseeing the initiative convened twice during the fiscal year and a narrow list of fast-
tracked redevelopment sites has been identified.



Strong Economic Growth and Competitiveness

PDC’s commitment to job creation benefited smaller firms as well. PDC's
efforts, which include site selection, networking assistance and financial
assistance for tenant improvements, resulted in three firms locating in the
Olympic Mills Commerce Center in Portland’s Central Eastside. Grady Britton,
a marketing, communications and advertising firm; Rumblefish, an innovative
business that creates musical branding for companies; and Fish Marketing,

a marketing agency that relocated from Lake Oswego, all chose the Central
Eastside as the home for their growing firms.

2008-09 was the first fiscal year that PDC tracked its direct investments by
industry cluster. Overall, about a third of PDC loans and grants were awarded to
firms in the four clusters. Similarly, a third of businesses assisted, and projected
jobs to be created, are in the four clusters.

BUSINESSES AWARDED PDC BUSINESS FINANCE LOANS AND GRANTS
in FY 2008-09, by industry cluster

$ Loans / Grants businesses  projected
awarded, millions  assisted job creation

targeted Cluster

Activewear & Design........cccceevveerueenueenne. $0.2 2 8
Advanced Manufacturing.........cc..ccc...... $0.4 3 4
Clean Tech.& Sustainable Services.......... $0.9 6 71
Software ......ccccceevieniiiiiiiiiiieceeee <$0.1 1 2
not in a targeted Cluster ....................... $2.7 27 144
Total ...coceeeveiiiiiiiiiiiiiiiiicieeee $4.3 39 229

Second Story Interactive, PDC busines loan client
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Strong Economic Growth and Competitiveness

In 2008, PDC began tracking job growth
for its client businesses. From 2001-02

through 2005-06 businesses receiving PDC TOTAL JOB GROWTH OF BUSINESSES RECEIVING

assistance retained more than 5,000 jobs FINANCIAL ASSISTANCE FROM PDC,

and created almost 1,300 new jobs during FY 2001-02 through FY 2005-06, n=157

the two years after funding. This increase in payroll jobs

employment at assisted firms represents a job 7,000 20% total

growth of 20 percent. increase
retained

Although PDC helps a variety of 5,033

businesses — from neighborhood restaurants 4,000

to growing industrial firms — the quality 3,000

of jobs is as important as the quantity of 2,000 ew

jobs supported. For 179 business finance 1,000 —_—r — 1,298

customers PDC compared the average 2008 0

annual payroll to minimum wage. Almost two 0 1 2

Years after fundin
thirds of these businesses paid average wages 9

source:  PDC analysis of data provided by the

of 200 percent above minimum wage. Almost Oregon Employment Department.

a quarter of these businesses paid average
wages of more than 400 percent above

minimum.

Estimated average 2008 salaries compared to
2008 minimum wage salary
for 179 businesses receiving PDC assistance

% of 2008 annual salary

minimum wage* at that percentage  # (%) of businesses
at or below

minimum wage.......... $16,536 23 (13%)
above minimum

10 20090 ..eeeevuvveeeennen. $33,072 42 (23%)
between 201%

t0 40090 ..cccevuvveeeennen. $66,144 74 (42%)
greater

than 400% .................. $66,145 40 (22%)

*2008 minimum wage salary is $16,536,
or $7.95 times 2080 hours

source:  PDC analysis of data provided by the Oregon Employment
Department. Note that only average wage can be
extrapolated from the data, so higher wages may reflect

Grady Britton, PDC business loan client bor}uses or high salaries paid to only a.few employees

which skew the averages upward. Businesses with

average annual wage at or below the minimum wage

indicate lower wages and part-time employment. The

businesses analyzed received PDC assistance between

FY 2001-02 and FY 2007-08.




Through its business finance programs, PDC has
loaned or granted $63.8 million to more than 300
businesses over the past eight years. Most of these
businesses employ 50 or fewer employees. At the
time of funding, PDC projected that its business
assistance would help retain or generate about
11,600 jobs. PDC'’s job verification shows an actual
attainment of 79 percent of the job projections
made from 2001-02 through 2005-06.

In the past two fiscal years, PDC's support to
businesses has declined. The faltering economy
and a resulting decline in private sector business
lending impacted PDC's ability to generate demand,
as businesses depend on private sector leverage
to be eligible for PDC’s business finance funds. In
addition, since most PDC business finance products
are funded with tax increment financing, which
is restricted to funding capital improvements,
businesses suddenly short on working capital found
PDC’s programs less useful. PDC is exploring
new financial products to help meet the range of
business financing needs.

Strong Economic Growth and Competitiveness

Olympic Mills Commerce Center, Central Eastside

assisted each year, by size Small

BUSINESSES RECEIVING FINANCIAL ASSISTANCE FROM PDC
by size of business and cumulative number of jobs supported (projected and verified)

Number of businesses [l Large (>50 employees)

60

through FY 08-09

45 .

30

||
6,331 verified job-
through FY 05-06 ~— 7]

15 |-y

0

01-02 02-03 03-04 04-05

05-06 06-07  07-08 08-09

PDC dollars awarded

(millions, adjusted) $3.0 $5.5 $7.7 $11.8

$149 $102 $64 $43

11,642 projected job
retention and creation
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EFFECTIVE STEWARDSHIP OVER OUR RESOURCES
AND OPERATIONS, AND EMPLOYEE INVESTMENT

PDC continues to invest in our most valued asset, our employees, and carry on our award-winning
stewardship over the public’s resources.

This past year saw a noticeable decline from previous years in employee turnover, and an
ongoing investment in training, including a six-part series of manager training. PDC also worked
with Portland State University to design and deliver a seven-day project management training
tailored to PDC’s development work. Continuing opportunities for cross-departmental learning,
PDC offers a monthly brown-bag lecture series, holds regular all-staff meetings with our executive
director, and convenes meet-and-greet events with PDC commissioners. In December 2008,

PDC and AFSCME Local 3769 ratified and implemented our first ever Collective Bargaining
Agreement (CBA). Under the CBA, a Labor Management Committee was created under which PDC
management and the Union can collaboratively solve employee issues.

PDC received both the Government Finance Officer Association (GFOA) Certificate of
Achievement for Excellence in Financial Reporting, and the Distinguished Budget Presentation
Award for the 21st and sixth year in a row, respectively.

PDC completed a major milestone in
early 2009 by upgrading its chart of accounts
to improve tracking methods and reporting
capability that better informs management in
decision making. The new chart of accounts also
set the foundation for improvements in future
project cost accounting. PDC also established and
completed its first ever internal audit workplan,
and began tracking the status of auditor
recommended corrective actions.

PDC continues its investments in strategic

Business Finance presentation

and business planning and is presently updating
its Strategic Plan to deliver on high priority
projects. We have integrated this effort through business plans and corresponding individual
goals—all of which are now linked by an online “total performance management” system allowing
all employees to see how their individual goals support PDC'’s overall work. This new tool also
enables management to view reports on the collective and individual successes of its employees.

We continued to strengthen our systems infrastructure by upgrading our enterprise system
(Lawson) that serves as the platform for consolidation of our financial systems and build out of
additional modules to ensure efficient and effective service delivery and decision-making. We also
affirmed our investment in Enterprise Content Management by moving PDC archived records to a
new electronic system. We're currently implementing that new system in our financial loans and
grants to improve our customer service and record keeping. We also improved our human resources
computer application to allow for accurate tracking of employee positions and began work on a
system to expedite our recruitment process.
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Effective Stewardship and Employee Investment

Since the announcement from the Mayor, late in 2008, to combine PDC Housing and the
Bureau of Housing and Community Development into a new Portland Housing Bureau, PDC has
collaborated extensively to identify and work through issues and obstacles to integrating the two
staffs into a single point of delivery. This resulted in an interim step of co-locating the staffs to

better service Portland’s housing needs.

Looking externally, we completed PDC'’s first comprehensive customer service survey assessing
our performance in a variety of areas and offering us opportunities to continue our high quality

ice to Portland.
service to Fortian Many of the projects to which

PD i f
LEVERAGE FOR SELECTED PDC PROJECTS AND C contributes are funded by

LOAN/GRANT RECIPIENTS, FY 2008-09 private investments and other public
PDC PDC FY 2008-09 TOTAL  MEDIAN funds. Additionally, many PDC
PROGRAM INVESTMENT LEVERAGE LEVERAGE loan and grant programs require
Multi-family rental housing a matching or minimum private
Projects (N=4) .......cc..ccoc... $13.9 million 1:<1 1:<1

investment. Often a lender of last

Multi-family owner housing

PrOJCtS (N24) +rr.ovveereons $2.0 milion  1:2 = resort, PDC strives to maximize

Commercial Property Redevelopment private and other public funds in

Loan recipients (n=7)......... $0.7 million 1:9 1:10 its projects. Leverage is one metric

Business Finance Program PDC uses to assess its return on

Businesses assisted (n=39).. $4.3 million 1:3 1:2 investment.

Storefront Program .

New projects* (n=116)....... $1.9 million 1:3 1:<1 Over the past five years, PDC
“Amendments not included loans and grants leveraged more
Storefront Program w SLIP grants illion i _
New projects* (n=18) ...... $1.1 million  1:1 1:<1 than $814 million in other funds
*Amendments not included an average of $163 million a year.
Some of the loan/grant recipients may have received funding from Last year, PDC loans and grants
another program; therefore total leverage per recipient may be .~

slightly less t?\an Py leveraged almost $41 million.

Leverage trends by PDC project type
) ] , PDC $: other investment $
projects will vary year to year. PDC’s necessary Average leverage $1 PDC : $1 Other

contribution depends upon project type and 1:121

Average leverage among programs and

size, economic conditions and the lending
environment. Over the past five years leverage
has varied but shows declines in all project 1.9+
types. In 2008-09, PDC reduced the leverage
requirements in its business and storefront
programs in order to provide greater assistance

1:6

to businesses, non-profits and other developers
during the economic downturn. Additionally,
four multi-family rental housing projects . )
thi funded | lv by PDC due t 1:34 Business Finance

is year were funded largely by ue to Storefront &
market conditions, including the diminishing Storefront/SLIP
value of low income housing tax credits and Multi-family
reduced private lending. 1:0 T , housing

L )
04-05 05-06 06-07 07-08 08-09

Leverage may be slightly overstated as PDC contribution
does not include pre-development loans and grants, and any
additional funding provided through loan or grant amendments.
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Effective Stewardship and Employee Investment

Customer satisfaction is an indicator of service delivery that PDC
monitors as it strives to continually improve key business processes.
In 2009, PDC contracted for a customer satisfaction survey of 194
applicants of various programs. The results show high marks across all
key satisfaction indicators. In the words of one business finance customer
“PDC was an incredible help to our relocating to Portland. We couldn’t
have done it without their help.”

CUSTOMER SATISFACTION RATINGS, 2009
% OF CUSTOMERS SOMEWHAT OR STRONGLY AGREEING THAT:

PDC is positive force Overall | | would PDC is
in improving my  am satisfied recommend PDC easy to

PDC PROGRAM: local community with PDC  to someone else  work with
Home repair
and lead abatement 96% 91% 93% 86%
Home buyer programs 92% 80% 88% 80%
Business Finance 96% 96% 96% 84%
Storefront 98% 93% 100% 88%
DOS, Community Livability, 96% 84% 100% 80%
Commercial Redevelopment
All respondents 96% 90% 96% 85%

source: The Pulse Group.

Nearly 70 percent of PDC resources are from
restricted-use tax increment financing (TIF),
although a small portion of PDC’s resources, grants
and City General Fund revenue — sources that
can serve a wider range of uses than TIF — have
increased over the past eight years.

PDC is working to identify and maximize a
diverse set of financial resources to fund economic
development activities that cannot be funded
by TIF. The continued monitoring of revenue by

funding source will help evaluate the success of

these financial sourcing efforts. Kenton Street Improvement groundbreaking

PDC REVENUE BY SOURCE FY 2008-09 Trends in Grant and General Fund Revenue,
Tax increment debt proceeds: 68% FY 2001-02 through FY 2008-09, millions adjusted
Loan collections: $15
12%
_ Grants: $12
7%
$9 Grants, and trend =

_ Charges, Interest,
Miscellaneous: 7% $6
N non-TIF Line of credit: 4%

N\ cit 3 trend
y of Portland $ i eral Fund, and tr
\\General Fund 3% City Gen
$0

total: $157.7 million Property Sales: 1%
01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09
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PDC recognizes that skilled
and productive employees are the
foundation of its success. PDC
provides diversity, management and
technical training for its employees,
and encourages employee
involvement in community events
like the annual Lents Softball Game,
the Downtown Chinatown Autumn
Moon festival, and periodic cook-offs
which benefit the Oregon Food Bank.

PDC employee turnover decreased
from 20 percent in 2006-07 to 11
percent in 2008-09. The tenure of the
organization is also changing, with
more employees staying longer.

Effective Stewardship and Employee Investment

PDC’s employee turnover rate
(voluntary and involuntary)

25%

20%

15% \\.

10%

5%

0%

06-07 07-08 08-09

Autumn Moon festival

years at PDC
greater than 10 years

btwn seven and ten years
btwn five and seven years
btwn three and five years

less than three years

Tenure of PDC employees FY 2008-09, and change from last fiscal year

M FY 2008-09
FY 2007-08

L] )
50 75 100
Number of authorized employees = 202
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FY 2008-09 Accomplishments by Central City URAs

all dollars in millions unless otherwise noted; a portion of Oregon Convention Center URA is outside of the Central City

River Downtown South Park North Central OR Conv.
District Waterfront Blocks Macadam Eastside Center
Debt, Spending and Assessed Value per Acre
Maximum indebtedness .......coceeeeeriiiiiiiiiiiinieeeeeiens $224.8 $165.0 $143.6 $288.6 $105.0 $167.5
Debt issued through June 30, 2009............ccceuviee. $151.5 $165.0 $112.0 $78.3 $62.9 $106.1
Acres in plan area as of June 30, 2009 ............ccccunnee 309 233 157 402 692 594
URA Spending in FY 2008-09 (TIF only).................. $11.5 $34.5 $12.5 $9.6 $8.7 $6.0
Assessed value of real property per acre 2008........... $6.3 $5.2 $9.7 $2.8 $1.0 $2.3
change in A.V. of real prop/acre since 2001............ 195% 20% 41% 268% 20% 32%
Business Financing FY 2008-09
Business Finance loans and grants ............ccceeeeeieeees $0.4 $0.3 $0.0 $0.0 $1.1 $0.9

number of business assisted
estimated jobs retained and created after 2 years ...... 221 57 0 0 734 33

Community Development FY 2008-09

Storefront Grants ........ccccceeeeeiiiiiniiiiniiiiiiiiiei e $0.2 $0.2 $0.3 n/a $0.1 $0.3

number of new storefront projects........cceeeuvvviieeeeeennne 7 13 11 n/a 9 19
# of Signage and Lighting grants ($0.2)...........coeeeeeeeies 6 13 6 n/a n/a n/a
# of Community Livability grants ($0.0)............cceeeeee. n/a n/a n/a n/a n/a n/a
# of Development Opportunity grants (<$0.1)............... 1 0 1 0 0 6
# of Retail Retention & Improvement loans ($0.0) ......... 0 0 0 0 0 0

Rental Housing FY 2008-09

Rental projects loans and grants...............ceeeeeeieeeens $0.0 $3.3 $9.3 $0.0 $0.0 $0.0
permanent supportive housing units.................ccceeeeinne 0 0 0 0 0 0
affordable (0% to 80% MFI) rental units ...........ccceeeeeee. 0 89 85 0 0 0
middle (81%+ units) rental units 1 0 0 0 0

Homeowners / Homeownership FY 2008-09

New homes/condominiums loans and grants............ $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
affordable (0% to 80% MFI) owner units...........ccuueenns 0 0 0 0 0 0

Homeowners assisted with loans and grants............. $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
for rehabilitation 0 0 0 0 0
to buy @home . ..euiiiiiiiiiii e 0 0 0 0 0

Social Service Facilities FY 2008-09

Loans and grants...........euuueuiiinereeeeeeiiiiiiiiieeeeeseeees $0.0 $0.0 <$0.1 $0.0 $0.0 <$0.1

Property acquisitions / dispositions FY 2008-09

Property acquisitions (purchase price/# of parcels)........ — — — — — —

Property dispositions (sale price/# of parcels)...... $0.0 (1) — — $0.0 (1) — $0.9 (2)

Redevelopment and other loans and grants FY 2008-09

Pre- and redevelopment loans and grants................. $0.2 $0.2 $0.0 $0.0 $0.0 $0.9

Other loans/grants approved...........cccceuvviiiiiiieiiennes $0.2 $0.1 $0.1 $0.0 $0.0 $2.1

Spending on Public Infrastructure FY 2008-09

Streets and public transit........ccccovviiiiiiinineeiiiiiiiens $3.2 <$0.1 $0.0 $0.2 <$0.1 $1.6

Parks / Open space / Public facilities...................... <$0.2 $13.0 $1.3 $1.6 <$0.1 $0.0

TOTAL ccoiiiiiiiiiiii e $3.4 $13.1 $1.3 $1.8 <$0.1 $1.6

Infrastructure as % of FY 2008-09 URA spending...... 21% 56% 10% 30% 2% 17%



FY 2008-09 Accomplishments by Neighborhood URAs, Commercial URAs and Citywide

all dollars in millions unless otherwise noted

Interstate
Corridor

Debt, Spending and Assessed Value per Acre

Maximum indebtedness..............cccceeeviiiiiinniiinn.

Debt issued through June 30, 2009........
Acres in plan area as of June 30, 2009 .....
URA Spending in FY 2008-09 (TIF only)
Assessed value of real property per acre 2008........... $0.6

change in A.V. of real prop/acre since 2001.............. 47%

Business Financing FY 2008-09

Business Finance loans and grants ....................ceeeees $0.8

number of business assisted

estimated jobs retained and created after 2 years ........ 92

Community Development FY 2008-09

Storefront Grants ........cooovvvviiiiiiiiiiiiiiiiiieeeeeeeeeee $0.4

number of new storefront projects.......cccoecuvviiieeieennn. 21
# of Signage and Lighting grants (<$0.1)................... n/a
# of Community Livability grants ($0.3)....c.c.ouuiiienennecies 7
# of Development Opportunity grants ($0.1) ................ 9
# of Retail Retention & Improvement loans ($0.0) ...... n/a

Rental Housing FY 2008-09

Rental projects loans and grants............cc.co.ocoieeees $0.2
permanent supportive housing units................iceeeeeenn. 0
affordable (0% to 80% MFI) rental units ............ccce..... 57
middle (81%+ units) rental units .0

Homeowners / Homeownership FY 2008-09

New homes / condominium loans and grants........... $0.4
affordable (0% to 80% MFI) owner units ..........ccceeeeee. 12

Homeowners assisted with loans and grants............. $4.8
for rehabilitation ..........ccccoviiiiiii 27
to buy @ahome .......oooiiiiiiiii 19

Social Service Facilities FY 2008-09

Loans and grants...........eueeeinnieeeeiiiiiiiiiie e eeeeeens $0.0

Property acquisitions / dispositions FY 2008-09

Property acquisitions (purchase price/# of parcels)$1.8 (9)
Property dispositions (sale price/#of parcels)....... $0.3 (5)

Redevelopment and other loans and grants FY 2008-09
Pre- and redevelopment loans and grants................. $0.0

Other loans/grants approved...........cccooeeeiiiiiiiiiinn. $0.0

Spending on public infrastructure FY 2008-09

Streets and public transit.......cccccevvvviiiineneieiiiiiiiiiinn. $2.0
Parks / Open space / Public facilities........................ $0.3
TOTAL i $2.3

Lents Town
Center

$245.0
$58.5
2,847
$8.6
$0.5
37%

$0.2

19

$0.3
18

n/a

n/a

n/a

$1.4

17

$1.6
23
$4.4
73
34

$0.0

$3.2 (12)
$0.2 (1)

$0.2
<$0.1

<$0.1
$1.0
$1.1
9%

Gateway
Reg. Ctr.

$164.2
$21.1
659
$1.1
$0.8
27%

$0.0

<$0.1

n/a

n/a

n/a

<$0.1

$0.0

<$0.1

$0.0

$4.6 (2)

$0.9
$0.0

<$0.1
$2.2
$2.3
62%

Airport
Way

$72.6
$72.6
2,726
$1.8
$0.4
46%

$0.0

n/a
n/a
n/a
n/a
n/a

n/a

$0.0

$0.0

$0.0

$0.0

$0.0
$0.0

$0.0
$0.0
$0.0

0%

Willamette
Industrial

$200.0
$1.1
758
$0.2
$0.4
-17%

$0

n/a
n/a
n/a
n/a
n/a

n/a

$0.0

$0.0

$0.0

$0.0

$0.0
$0.0

$0.0
$0.0

$0.0
0%

CITYWIDE
(not in URAs)

n/a
n/a
n/a
n/a
$0.6
35%

$0.6

67

$0.6
32
n/a
n/a
n/a

n/a

$0.1

35

$0.0

$2.3
29
10

$0.0

$0.6
$0.9

n/a
n/a
n/a

n/a

27

TOTAL

n/a
n/a
n/a
$105.1
n/a

n/a

$4.3
39
1,223

$2.5
134
25

21

$14.3

284

$2.0
35
$11.5
129
63

$0.1

$9.6
$1.4

$3.0
$3.5

$7.3
$19.7
$27.0
25%
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