MEMORANDUM

DISTRIBUTE TO:

Members of the Finance Committee

FROM:

Jon P. Jennings, City Manager

DATE:

July 27, 2018

SUBJECT:

Appropriation of $2.11M of 0 Hancock Street, LLC Sale Proceeds

On August 21, 2017, the City Council approved a $3.3 million purchase and sale agreement with 0
Hancock Street, LLC for the sale of 48,000 square feet of the City-owned Thames Street property along
the Eastern Waterfront. In October 2017, groundbreaking occurred on the 100,000 square foot, 4-story
mixed-use development that will serve as the world headquarters of WEX with additional retail space.
The full $3.3M of property sale proceeds were collected in fiscal year 2018. The City does not typically
budget for significant amounts of property sale revenue, so this inflow of funding is above and beyond
our FY18 budgeted revenues and will result in an increase in fund balance above our recommended
level. Upon initial discussion of the Finance Committee I am formally requesting that the Finance
Committee and City Council vote to appropriate $2.11M of these funds the following purposes:
●
●
●

$1,000,000 to support the rehabilitation of the Allen Avenue Fire Station
$1,000,000 to support the Housing Trust Fund
$110,000 to support the Climate Action Plan - the joint venture with South Portland

Funding for Rehabilitation of the Allen Avenue Fire Station
During September 2017 a fire broke out in the kitchen area of the Allen Avenue fire station, caused
moderate damage to the kitchen and smoke damage throughout the one-story building, which houses
the Ladder 4 and Medcu 4 fire companies. The station is currently closed due to the damage. The Allen
Avenue ladder truck was relocated to the fire station on Forest Avenue and the ambulance crew was
moved to the fire station on Ocean Avenue. The current cost estimate to repair the station (attached in
Appendix A) is approximately $1.3M. The cost is more extensive that simple damage repairs as the
building is very old and needs to be brought up to current code in many areas. Although the insurance
company will pay for a percentage of the repairs, the appropriation request is for $1M of the $1.3M to
cover deductible and City share of expenses. Our Corporation Counsel staff is working with the
insurance company to make a final determination of what is covered. Any excess insurance proceeds
received will be deposited back into fund balance. Acting Fire Chief Keith Gautreau and Liability and
Insurance Claims Manager Lori Smith are available to answer Committee questions about the project.

100% Construction Drawings have also been added to the August 2nd Finance Committee meeting
backup materials.

Housing Trust Funds
In recent years there has been an increased focus on providing funding for the Housing Trust. The
Council’s Housing Committee, led by Councilor Duson, has made it a priority to increase the funding for
the Housing Trust Fund. Historically the trust has been funded through fees assessed under the Housing
Replacement Ordinance. More recently, the trust has been funded via contributions from developers
under inclusionary zoning requirements. However these fees are paid when a project is issued a
certificate of occupancy.
The Housing Trust provides a valuable source of funding for projects that have sought the other funding
sources for affordable housing development, but that still have a financing gap. It also helps projects that
do not meet the criteria for other funding sources (for example, workforce housing projects not eligible for
HOME funds and Housing Tax Credits.) The most recent Housing Trust annual plan includes a waivable
minimum balance of $500,000 in the Trust. This minimum balance is held in reserve to cure defects in
existing affordable housing developments if necessary in order to avoid losing existing units. For
example, should a deed-restricted workforce condominium go into foreclosure, the minimum balance
would give the City the flexibility to resolve the foreclosure and keep the unit affordable. Otherwise, the
bank’s mortgage may supercede any affordability restriction. In this case, the City could potentially then
resell the unit with the deed restriction and recapture the funds for the Housing Trust. This minimum
balance, while waivable, is in keeping with best practices for Housing Trusts nationally.
This year, in part due to the existence of the Housing Trust, the City has active proposals for over 200
units of affordable housing. It will not be possible to fund these projects while maintaining a minimum
balance, and hopefully a reserve for future years, without the allocation of funds from the 0 Hancock
Street sale into the Trust. Receiving these funds before the current round of allocations from the Trust at
the first September Council meeting will be important to providing full utilization of these resources in
2018.
With the development boom in Portland, it is anticipated that the Housing Trust will grow, but as the first
chart below shows, many projects have been approved, but only three are currently under construction.
With this additional $1,000,000 in contribution, the fund will have nearly quadrupled in just over two
years. The second chart below outlines the historical sources and uses of the Housing Trust Funds.

Climate Action Plan
The City Council has taken a number of steps recently to emphasize its commitment climate action. In
May, 2017 the Council adopted a resolution committing the City to use 100% renewable energy by 2040.
In June, 2017, the Council passed a resolution to join the Mayors Climate Action Agenda (Climate
Mayors) that commits the City to take actions to achieve the goals established by the 2016 Paris Climate
Accords. The Sustainability and Transportation Committee, led by Councilor Thibodeau, has made
developing a plan to achieve these goals a priority for 2018. City staff recently made a presentation to
the committee about joining with the City of South Portland to develop complementary climate action
plans for each city. This would allow the cities to share costs associated with consulting and technical
analysis. The resulting plans will describe actions each city should take to mitigate the effects of climate
change as well as strategies to adapt to impacts such as sea level rise. The climate action plans will
cover all sectors of the community -- residential, commercial, and industrial -- as well as municipal
operations. Portland’s share of the cost will be $110,000.

Appendix A - Allen Avenue Fire Station Repairs Cost Estimate

