
NEWSLETTERCOLUMBIA CORRIDOR

Fall / Winter 2010/2011

IN
S

ID
E

:

COMMERCIAL REAL ESTATE MARKET INFORMATION

Industrial Real Estate Market 
Shows Signs of Recovery
This newsletter authored by Todd DeNeffe, founder and owner of Cascade Commercial Real Estate, covers 
a variety of important issues and development in the Columbia Cooridor and beyond. This demonstrates 
Todd and Cascade Commercial Real Estate’s knowledge, understanding and expertise in this important 
marketplace.

For any questions, input, requests for additional information or superior commercial brokerage services 
contact:  Todd DeNeffe
   503-228-0734
   cascadecommercial@integraonline.com

and the commercial market backed security markets. 
This funding was the air that inflated the bubble in  
many markets” 

Over 4 million square feet of space was just completed 
or under construction in the spring of 2008 in the 
Columbia Corridor, but there were some storm clouds of 
disappearing demand on the horizon and, in fact, many 
people thought that 2007 was also showing crumbling 
demand for space. The problem with commercial real 
estate is that it takes time to get projects going with land 
acquisition; financing; design; permits and construction 
and often when that development train starts rumbling 
down the tracks, it is a tough and painful effort to stop 
it. Many of these projects were started during the 2005-
2006 time frame when we were a bit more fat and happy

(Continue on page 2)

A few years ago at this time, concrete trucks full of 
product were rumbling around the Columbia Corridor 
placing their cargo on the floor slabs and forms of 
walls on over half a dozen speculative industrial 
warehouse projects. There was a small warehouse 
arms race going on as several developers were cashing 
in on low industrial vacancy rate, a growing economy, 
a somewhat insatiable demand for goods and financial 
entities with bags of money that were willing to invest
in these types of projects. As Matt Blatstein an 
economist at Cal/Berkeley’s School of Real Estate 
summarized “While there was some underlying strong 
demand for industrial and office space in many metro 
areas, to a large degree commercial real estate’s 
lifeblood and expansion in the 2002-2007 time frame 
was fueled by easy and substantial access to attractive 
funding by banks, pension funds, insurance companies
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starting up next year. Will we ever learn? But not so fast….
as one developer observed “This last downturn was a bit  
of game changer where higher levels of caution and pre-
leasing will dictate new development more than anytime  
in the past 20 years. The money is much more cautious.”

Property owners have been working hard to keep their 
existing tenants during this downturn as tenants who do 
not have expensive tenant improvement needs and are 
generally footloose have a multitude of options when their 
leases expire. “We have been working hard to renew our 
tenants and we have been around 60-70% successful” 
says Eric Sporre, Vice President for PacTrust, one of the 
largest owners of industrial space in Portland. Additionally 
tenants who have their leases expiring after signing 5-7 
years ago with yearly CPI increases are seeing their ending 
lease rates somewhat out of whack in a market that now 
has seen in some cases a 20-25% rate erosion. “We have 
had to go backward on rates with some renewals to more 
reflect the market but in general we have tried to achieve 
basically flat renewal rates which in most cases is a good 
accomplishment” Sporre explains. That is the general 
outlook which is that rates have probably reached a bottom 
and should remain relatively flat for the next year maybe 
longer with some gradual increases occurring a couple  
years out if we the economy continues to improve and  
more positive net absorption of space occurs. 

Rivergate was the outright winner in the renewed leasing 
activity mainly because they had the most vacant space and 
rents have also tended to be 10-15% less in that submarket 
but warehouse projects east of the airport also got some 
love in the last 9-12 months of leasing activity. The 
highlight deals since summer 2009 include: 

United Stationers, a $5 billion in sales national wholesale 
distributor of business products, leased 195,000 sf at the 
573,000 sf Rivergate Corporate Center to join Colgative 
Palmolive who leased 150,000 in mid 2009 (one of the  
few bright spots last year). Some of this space replaces 
existing inefficient warehouses United Stationers had 
in several locations in the metro area. This 113 acre 
project has projections for building up to 2.4 million sf 
of high cube space at full build out but given that the first 
speculative got caught with its concrete tilt walls down 
means that most likely any new construction will only be 
done with signed leases in place. Rumors are this project is 
close to announcing a big build to suit before year end.

Owens Corning has leased 123,000 sf in the Bybee 
Logistics Center which sits down the street from our never 
occupied new county jail and brings that project to full 
occupancy. They move from a slightly smaller space on 
Columbia Blvd owned by HARSCH Investments.
MOR Furniture a California based furniture seller leased 

and which saw dropping vacancy rates, burgeoning demand 
and then again the money trees were full of bills for any 
capable developer willing to pick them. 

2008 turned out horrible with much of the new big box 
distribution centers all dressed up with no takers and the 
industrial warehouse vacancy rate climbed close to 20% in 
the Columbia Corridor. 2009 was just slightly less horrible 
but by the end of 2009 there was some glimmers of hope 
with several decent size leases and a couple of monsters. 
CNH Parts and Service which is a parts distributor for New 
Holland and Case construction and farm equipment took 
246,000 sf at Prologis Airport Way Project and Colgate-
Palmolive Inc. leased 156,000 sf at Rivergate Corporate 
Center proved that during 2009 the market was off life 
support but still in intensive care. “All industrial projects 
in the Columbia Corridor are starting to see an uptick of 
interest and leasing activity and this is not from tire kickers 
but from legitimate prospects looking to make deals” Says 
long time industrial broker John Fettig. 2010 has proved 
that opinion valid with more leases and falling vacancy 
rates with large notable deals being done. Even the troubled 
Townsend Center in Fairview that has been basically a ghost 
town for the last two plus years came out a winner landing 
Ferrotec and just recently the solar startup Solexant leased 
a whole building of 123,000 sf. While the leases are good 
news, even better news is when there are companies taking 
new or expanded space in a given market which provides 
the all important net absorption which is the most positive 
statistic out there. The last two quarters saw positive, albeit 
a small number, of net absorption for the  
first time in two years. 

Patricia Raicht Vice President of Research at Grubb &  
Ellis says “Vacancy rates should gradually go down over  
the next 12 months as new product from 2008 continues  
to get absorbed but it will be very methodical. We don’t  
see any new speculative construction on the horizon for  
at least the next 24 months probably longer unless it is a 
build to suit.”

Rates: When all this new warehouse space was hot and 
heavy, asking shell rates were in the $.42 sf range. Asking 
rates are just that…asking rates and don’t have much 
relevance if you have an empty building. As no one came 
knocking, these rates eroded to the the high $.30’s psf. with 
baskets of free rent offered for large long term leases as 
competing projects tried to fill their spaces. Effective rates 
for most of the leases in the new space have ended up in the 
middle $.30’s psf which is 20% off original project rents. 
Many think that with a couple more large leases and with 
the plethora of industrial space diminishing, that rates will 
slowly rise and free rent will become less prevalent. In fact, 
a few insiders think that we might actually see some new 
construction of warehouse space
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156,000 sf in RREEF’s Kelly Point Distribution Center in 
Rivergate in the fourth quarter of 2009.

The Sandy Blvd Business Park a more mfg/flex type of 
development on Sandy at 185th and developed by OPUS  
sat in eerie silence for almost two years with nice new paint 
and gleaming asphalt. Now it is the home to two companies 
as National Glass purchased the 28,000 front building for 
just under $2million or $71 psf and Rose City Printing 
leased the back 62,000 bldg long term as they move from 
an older 100,000 sf building in Northwest that they are now 
trying to sell.

Danner Boots under the LaCrosse Footwear umbrella is 
on a roll riding some hefty contracts with the US military, 
was leased 59,000 sf of more efficient space at DP Partners 
Logisticourt Project off 185th and Riverside Parkway.  
LaCrosse’s corporate HQ is a Tiger Woods 3 iron away on 
Airport Way. They will be vacating and are trying to sell 
their 35,000 sf facility at NE 122nd and Airport Way. 

Alderwood Corporate Center a 850,000 sf mult building 
union owned project right at the Airport near IKEA garnered  
couple of deals: Direct Marketing Solutions at 67,000 sf  
and Mission Foods 60,000 sf. 

Indusrial Real Estate in the Columbia Corridor 
Summary/Forecast: Vacancy rates are improving as leasing 

activity reawakens. Leasing rates and property values  
have declined but now are stabilizing. There will be 
continued periodic downsizing and “give backs” of space  
so the next couple of years will see some good size lease 
deals but also new large chunks of space (see Qwest article) 
come available as firms continue to consolidate and strive  
to become more efficient. Mergers and buyouts regionally 
and nationally could also result in more space being  
given up to reduce costs. New speculative consruction  
will be basically non-existent for the forseeable future 
without significant leases (50%) in place because of lack  
of financing and very cautious attitudes. This could  
result in shortage of certain sized spaces in 24 months  
if net absorption continues. Certain industries will fare 
reasonably well such as certain basic consumer goods; 
aerospace; food service; green technology which may  
result in new investment and space absorption.

The Forecast:
The storm  
is over, but  
the next  
12-24 months  
looks very  
cloudy with
intermittent
showers.

Airport Way/205 Traffic Headed for a Solution.

The Airport Way/South Shore Area is one of Portland’s success stories and polishes the tarnished image of 
urban a renewal. For decades this area east of the airport along the Columbia River was the “bread basket” 
of the city with dozens of farms dominating the area of lush soils and meandering sloughs. With the area 
becoming a urban renewal area in 1986 and construction of Airport Way, the 1500 acre acres soon sprouted 
warehouses and industrial facilities from the Airport out to Gresham and beyond. But with this success 
came increased demand on the roads with thousands of employees, customers and freight movement where 
many times especially in the afternoon there is substantial congestion especially along Airport Way at the 
205 interchange. ODOT with input from the city, the Port and assorted stakeholders in the area have been 
reviewing solutions to this ever increasing costly clog for over two years with progress recently occurring 
towards an agreed upon solution “After extensive public outreach and reviewing over 50 ideas, we now 
have what we think is an excellent preferred alternative to ease congestion” says Mike Mason with ODOT 
who is overseeing the project. The main improvement will be a exclusive ramp from Glen Widing drive 
along Airport Way that will be dedicated exclusively to cars coming from the east to get on to I-205 going 
north which will alleviate a high percentage of traffic at this choke point. There will also be better access 
and signalization for cars coming from the west to go north on 205 also. Mason predicts a very reasonable 
improvement cost in the range of $10-14 million. “We hope to wrap design up by the middle of next year 
and get construction going with completion by the end of 2014.  
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Robert Trent Jones Jr.
designed the great 
Blue Heron course 
which meanders along 
the Columbia River 
Slough.
A new clubhouse is 
slated for construction.

You golfers…Are you sitting down? ……your patience will soon be rewarded. We 
hope Heron Lakes after almost two decades of efforts and delays may soon get a cool, 
larger, beautiful new clubhouse! Many times I would bring someone new or a out of 
towner to play the Great Blue Course on a sunny afternoon only to have them ask as 
we guzzle cold guys on the dilapidated deck after our satisfying  round “You have two 
nice courses here, why such a lame restaurant and clubhouse?”. Long the crown jewel 
of public golf in Portland especially with the construction of the Great Blue Course in 
1993 which was designed by the famous golf course architect Robert Trent Jones Jr., 
Heron Lakes’ clubhouse amenities and ambiance resemble a ramshackle course in the 
third world. While the 1980’s modular classroom feel eventually grows on you and 
you understand that basically golf is about the course and your friends, however the 
presence of a larger well designed clubhouse with a larger restaurant, a locker room, 
better food and larger pro shop and just general modern conveniences would add 
immensely to the experience and undoubtedly increase usage. 

John Zoller, the City of Portland’s long time director of golf states “It has been a 
long somewhat frustrating journey but we are much closer to Heron Lakes having 
a first class clubhouse facility”. That is sweet news to us Heron Lakes lovers who 
have been hopeful for years only to hear second hand that another multi-year delay 
is underway for a decent clubhouse. Many of us have become resigned to it never 
happening. Much of the initial delay was due to the floodplain issues where the 
dikes that surround the course and have much of its function and history tied to  
the ’48 famous Vanport flood were not up to standards thus precluding any 

structure in a floodplain. After that was corrected other challenges related to dollars, 
design and planning issues arose. But now there is hope as detailed design work is on-
going with the clubhouse constructed at Eastmoreland golf course in the 90’s as  model 
for thinking how the new facility will look and how large it will be. 10,000 sf is the target 
size with an expanded pro-shop, upgraded restaurant/snack bar, locker room facilities 
and potentially meeting/banquet 
rooms. If the stars align and 
no one throws another bomb 
into the process, construction 
optimistically could start in  
2011. The clubhouse will be  

built southeast of the current dumpy facility out overlooking  
the ponds near the greens of the 9th and 18th holes of Great Blue. 
“We are just starting permitting and hoping that engineering 
costs especially related to soils does not hamper us and push 
costs up to far.” Zoller presages. He would not give estimated 
costs and only states that there is money available but more  
will be needed before construction can move ahead. I for one 
would be willing to see some modest increases in greens fees to 
see this project come to fruition. If you’re religious in any way, 
remember to include a couple of prayers that the Heron Lakes 
Clubhouse project finally sees the start of construction soon.

But now there is hope as detailed design work is 

on-going with the clubhouse constructed at 

Eastmoreland golf course in the 90’s as model for 

thinking how the new facility will look and how 

large it will be. 10,000 sf is the target size with an 

expanded pro-shop, upgraded restaurant/snack bar, 

locker room facilities and potentially 

meeting/banquet rooms.  If the stars align and no 

one throws another bomb into the process, 

construction optimistically could start in the spring 

of 2011 but we know better than given the history.  

My prediction is spring 2012.  The clubhouse will 

be built southeast of the current dumpy facility out 

overlooking the ponds near the greens of the 9th 

and 18th holes of Great Blue. “We are just starting 

permitting and hoping that engineering costs 

especially related to soils does not hamper us and 

push costs up to far.” Zoller presages. He would 

not give estimated costs and only states that there 

is money available but more will be needed before 

construction can move ahead.  I for one would be 

willing to see some modest increases in greens 

fees to see this project come to fruition.  If your 

religious in any way, remember to include a 

couple of prayers for the Heron Lakes Clubhouse 

project finally sees the start of construction soon.

Current clubhouse which was a modular out-building 

with an added on deck. "The ugly double wide 

clubhouse at Heron Lakes is due to be finally 

replaced"

Firms in the Columbia Corridor that have frontage along the Columbia 

Slough are feeling a bit like they getting singled out as the City of Portland 

proposes a new restrictive environmental restrictions.  As one business 

owner who wanted to remain nameless that owns property next to the 

slough reviewing the latest restrictions said “ With the River Plan, 

Measures 66 & 67 and now these newest limitations on the slough, it just 

seems that the city and state are making it much more difficult for 

industrial firms to grow let alone survive.  There needs to be much more 

inclusion and give and take between the City of Portland and businesses.  

This is the wrong time to make businesses shoulder more and more 

financial burdens”.

Jay Sugnet, the project manager with the Bureau of Planning and 

Sustainability who is overseeing the project, understands business concerns 

but in a recent DJC article he mentions” We understand that this could be 

a heavy hammer, and we hope to work with industry groups, but this 

corridor is already constrained. There are not many places in the city with 

as much wildlife, and we need to do something to protect that”. 

The intention of the changes centers around changing what is now a 

conservation zone along the 50’ setback from top of bank along the slough 

would change to a protection zone.  The current conservation designation 

makes room for improvements and expansions if the property owner also 

performs mitigative or restorative work worth 5 % of the project cost. But 

in the verbiage of the new protection zone, all this would be prohibited. 

This change would not be as big an issue if there were not so many 

buildings that have been built many years ago very close to the slough 

when there were little or no restrictions that will now be affected.  This 

new overlay is part of the larger Airport Futures, a massive multi-year that 

was launched in 2007 to create the first ever land use plan for the airport 

and surrounding area and that will affect 5686 acres and which includes 

37% of all industrial land in the city. As Corky Collier, executive director 

of the Columbia Corridor Association said in the same DJC article. “This 

change makes it nearly impossible to expand or improve the facilities 

currently in operation, most of which are out of date already”.  With this 

50’ area off limits, it could basically take 10-15% of a given site and it is 

not hard to think that given this restriction when a building is empty and 

up for lease or for sale along the slough it would make this property less 

attractive to a new and growing business compared to other alternatives in 

other parts of the metro area or god forbid in another city or state (can you 

say Clark County)  Couple this with a growing sense among businesses 

that there is this autocratic anti-business sentiment pervading local 

jurisdictions and you have a growing psychological rift developing among 

many in the business community that their concerns are not being 

considered or included. 
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Firms in the Columbia Corridor that have frontage 
along the Columbia Slough are feeling a bit like they 
are getting singled out as the City of Portland proposes 
new environmental restrictions. As one business owner 
who wanted to remain nameless that owns property next 
to the slough and has reviewed the latest restrictions 
said “ With the River Plan, Measures 66 & 67 and now 
these newest limitations on the slough, it just seems that 
the city and state are making it much more difficult for 
industrial firms to grow let alone survive. There needs to 
be much more inclusion and give and take between the 
City of Portland and businesses. This is the wrong time 
to make businesses shoulder more and more financial 
burdens”.

Jay Sugnet, the project manager with the Bureau of 
Planning and Sustainability who is overseeing the 
project, understands business concerns but in a recent 
DJC article he mentions” We understand that this could 
be a heavy hammer, and we hope to work with industry 
groups, but this corridor is already constrained. There 
are not many places in the city with as much wildlife, 
and we need to do something to protect that”. 

The intention of the changes center around changing 
what is now a conservation zone along the 50’ setback 
from top of bank along the slough to a protection zone. 
The current conservation designation makes room for 
improvements and expansions if the property owner also 
performs mitigative or restorative work worth 5 % of the 
project cost. But in the verbiage of the new protection 
zone, all this would be prohibited. This change would 
not be as big an issue if there were not so many 
buildings that have been built many years ago very close 
to the slough when there were little or no restrictions 
that will now be affected.  This new overlay is part of the 
larger Airport Futures, a massive multi-year effort that 
was launched in 2007 to create the first ever land use 
plan for the airport and surrounding area and that will 
affect 5686 acres which includes 37% of all industrial 
land in the city. As Corky Collier, executive director 
of the Columbia Corridor Association said in the same 
DJC article. “This change makes it nearly impossible to 
expand or improve the facilities currently in operation, 

most of which are out of date already”. With this 50’ 
area off limits, it could basically take 10-15% of a given 
site and it is not hard to think that given this restriction 
that when a building is empty and up for lease or for 
sale along the slough it would make this property less 
attractive to a new and growing business compared to 
other alternatives in other parts of the metro area or, 
god forbid, in another city or state. (Can you say Clark 
County?) Couple this with a growing sense among 
businesses that there is this autocratic anti-business 
sentiment pervading local jurisdictions and you have 
a growing psychological rift developing among many 
in the business community that their concerns are not 
being considered or included. 

In response to this push back, Sugnet and the City came 
back a few months ago with a compromise where the 
most restrictive “P” zone would be implemented in the 
first 25’ with a beefed up “C” zone for the next 25’. 
He presented this compromise at a recent presentation 
at the Planning Commission in late August and 14 
people registered to provide testimony on the issue. 
While there were a few business interests, industrial 
real estate brokers and Collier from the Columbia 
Corridor Association providing input how this would 
be detrimental to firms and property owners along the 
slough that will need to make improvements, expansions 
or redevelop their properties, the majority testified to 
keeping the original protection zone at 50’. Led by 
the ubiquitous environmental advocate Bob Sallinger 
from the Audubon Society, the opinions and comments 
centered around protecting the millions already spent 
on cleaning up the slough and putting a stop to years 
of encroachment into the “wildlife corridor” along the 
Columbia Slough. The Planning Commission after 
asking various questions and a brief discussion did 
something it rarely does and actually overruled Sugnet 
and the City’s recommendation on its compromise and 
endorsed the more restrictive Protection zone to the 
whole 50’ setback from top of bank.

As one property owner lamented on his way out of 
the 3 hour long meeting, “This is basically a taking of 
property”.

New Protection
Proposed Along the Slough
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An Economic Walk around the Columbia Corridor

Airport Way Urban Renewal Area Goes on a Diet
The Airport Urban Renewal Area (URA) which stretches for over 2713 acres from the Portland Airport to Gresham and 
was established in 1986 has been instrumental is turning this area which for decades was a predominantly farm area into 
one of the more dynamic industrial areas in Portland. Home to over 15,000 jobs and a half a billion dollars of investment, 
the Airport Way Urban Renewal Area is considered a shining light of success among Portland’s 13 urban renewal areas, 
but its success is also providing an opportunity for the city to declare victory and move on. The City Council voted 
to remove 870 acres out of the URA earlier this year mainly for several reasons: The URA has reached it’s maximum 
indebtedness so there is really no money left to invest; much of the land being removed has either been developed or have 
no value and cannot be developed such as wetlands; sloughs etc.; the city is reaching their limit for lands in urban renewal 
areas and removal of this acreage thus provides the city the flexibility to expand to other areas that may need the golden 
touch of urban renewal. “We were very careful not to remove any lands that we would regret later or that have continued 
potential” Bruce Allen of the PDC offered. I am sure there will be assorted hands being raised by promoters of other areas 
in the city for either the creation of new URA’s or expansion of existing ones as a way to spur development, create jobs 
and reduce blight.

“This is the natural progression of urban renewal which is after accomplishing its intended goals, for it to fade away and 
management and dollars be directed to more pressing areas and goals” so says Bob Alexander of the PDC. Urban Renewal 
has it’s long time detractors because of their belief that it overused, can be a corporate giveaway and redirects important 
tax dollars away from more pressing needs such as schools, the Airport Way experiment seems to represent  
most of the good characteristics associated with intelligently and focused urban renewal efforts.

It is hard these days to get a real feel 
on what is happening out there in  
the economy. The stock market is  
up 70% in the last year but the 
unemployment rate remains high 
and in some states it actually is 
increasing. Gross Domestic Product 
has bounced back to close to 6% 
annually but home prices in Portland 
and many other major cities continue 
to deflate. Corporate profits are 
rebounding but then again Portland 
is 6th in the nation in bankruptcies.  
Economies in some European 
countries are on the brink but 
corporations have close to $2 trillion 
in cash. My head is spinning and I 
know I watch CNBC too much but I 
guess what really matters is what is 
happening on the ground in our own 
economic backyards right? One thing 
that I figured out without help from 
my old economics professors is that 
economic activity and impacts have 
some distinct regional characteristics 
and cycles. With that in mind I 
thought I would talk to those people 

that really matter, the small/medium 
business owners or those managers 
who day to day see very visible 
and tell-tale signs of what actually 
going in the economy. While always 
somewhat anecdotal, it provides a 
very candid and personal view on 
what companies have gone through 
in the last turbulent couple of years 
as well as what they are experiencing 
right now in the Portland market.  
Some questions I wanted to answer 
were the following: Is the worse  
over? Are you looking to add 
employees or might you have to trim 
your workforce”. Do you anticipate 
any new investments in facilities or 
equipment in the near future?”

“Business is better than a year 
ago. But the last two years have 
been difficult.” Says Larry Nelson 
CFO of Johnson International, 
a Puget Sound based supplier of 
softwood and hardwood products 
for furniture, cabinets and millwork 
producers in the U.S. and abroad so 

obviously housing is large factor in 
their business. They operate a large 
distribution operation in Portland 
under the Continental Hardwoods 
name. “Many of the dark clouds have 
gone away but there is still a lot of 
uncertainty and certain markets look 
promising while others are stagnant 
or depressed. There is no clear picture 
yet” Nelson observes. Johnson has 
avoided wholesale layoffs and the 
company remains  
very cautious. “With housing 
still suffering and only gradually 
improving, we are still not 
comfortable making any major 
investments until we see more 
significant signs that the economy 
will be growing in any prolonged 
fashion”. Nelson adds.

Conglobal is an international 
intermodal supply and service 
company with 30 facilities in the  
U.S and Central America.  
Conglobal is a big player in the 
complex international ballet of
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moving and storing the massive and 
ubiquitous amount of containers that 
bring us much of the products we 
use every day. Jason Simonson is 
the local manager for their 20 acres 
intermodal yard along I-5 in north 
Portland. “I would say our business is 
off at least 20% which is not too bad 
but I think we still have a bit more 
to go down before we hit bottom. 
Simonson further related. “Portland is 
still a secondary container market but 
we are still starting to see an uptick in 
healthy Asia imports but it will not be 
the crazy business from 3 years ago. 
It will be much more measured and 
costs will be watched at every stage 
and it will take time for Portland to 
see the business as it will be felt first 
in Seattle; Oakland and Long Beach 
which are the main container ports”.   
Simonson also says that he has had  
to cut 20% of his people and he will 
be much more cautious to re-hire 
when business comes back. “Overall 
I am optimistic about the next few 
years and it has made everyone  
along the supply chain to be much 
more efficient and cost conscious 
which is not a bad thing”.

This last economic downturn has 
not had all negative impacts to 
it. For many firms in has been 
an opportunity to tighten focus, 
eliminate costs, become more 
efficient and sometimes actually 
invest in their businesses, and while 
unfortunate it has also potentially 
eliminated less focused competition.  
“We have done well over the last 
couple of years and we are proud 
to say we have not had to let any of 
our people go”., says Dan Adkisson, 
president of Wright Business 
Graphics, one of the largest full 
service digital printing firms in the 
northwest that was established in 
1970. “We have invested in some 
specialty processes and these 
challenging times have made us  
really listen to our customers and 
respond accordingly. Customer 

service and flexibility have been
paramount to weathering the 
downtimes”. Wright’s accomplish-
ment is even more special given the 
brutal toll the economy has taken on 
the once large and healthy printing 
industry in Portland. Wright has 
locations in Portland, Washington and 
California and does not look to add 
any new facilities in the short term.

I was starting to feel like the pitcher 
of beer was half full and we all 
should be cautiously hopeful about 
the economy going forward. I put a 
call into Tom Mulflur, president and 
owner of Mt Hood Solutions which is 
a 100 year old Portland company of 
130 employees that  specializes 
in innovative and sustainable 

cleaning solutions for corporate and 
institutional clients. “We have fought 
through the cycle and while our sales 
were only down slightly it really made 
us refine how we do things”  Mulflur 
also undertook a move from a leased 
building to a larger company owned 
building in Rivergate right during the 
midst of the meltdown. “We probably 
moved at the wrong time but it had 
been planned for years and when you 
have the opportunity you have to go 
for it. It was a bit scary for awhile but 
it was absolutely the right thing to 
do as it allowed us to be much more 
efficient and cost effective” Mt Hood 
Solutions did not have to lay off any 
employees and now Mulflur believes 
while there will not be a quick return 
to sustained economic growth, he is 
overall optimistic, “I think everyone 

will be bumping along the bottom 
for awhile but I am energized as to 
the mid to long term prospects of our 
company and the market. These trying 
times I think have been a wake up call 
for many firms like ours to sharpen 
their business, streamline costs, 
innovate; service our customers better  
and be more aggressive and those are 
not bad things”. He concludes.

Steve Yett, sighs and chooses his 
works carerfully “The last couple of 
years have been very rough for our 
industry and without some timely 
government inspired transportation 
programs, it could have been a 
doomsday scenario”. Steven is a third 
generation owner of the Porter-Yet 
company that has it roots back to 
1911 in Portland and is involved in 
the manufacture of asphalt products  
and provides road stabilization and 
construction services throughout the 
northwest. “2008 was terrible year 
but in mid 2009 with some federal 
infrastructure and public works 
projects, we started to gain back  
some ground”. 

Yett is referring American Recovery 
and Reinvestment Act (ARRA) 
which is commonly referred to as 
the “stimulus” that kicked in the 
middle of 2009 providing substantial 
dollars for shovel ready transportation 
and infrastructure projects. “ARRA 
money is now close to 40% of our 
work but boy the bidding process 
is complicated and sometimes a bit 
illogical but it has helped out firms 
like us not so much hire many new 
employees but avoid letting many 
go” Yett explains. With 35 employees 
and a branch in Spokane he sees 
only a gradual improvement. “There 
is a lot of deferred maintenance 
in our country’s infrastructure 
and transportation system that 
needs investment and will keep 
us in business but until the private 
sector comes back it will still be 
challenging” Yett predicts.

“Business is better 
than a year ago.    

But the last two 
years have been 

difficult.”
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DP Partners Bucks Trend and Scores Successes in Tough MarketDP Partners Bucks Trend and Scores Successes in Tough Market
“I think we are a bit lucky coupled 
with some good timing” says 
Northwest Partner of DP Partners, 
Kirk Olsen, trying to explain why 
they have been able to score some 
notable successes at their Logisticourt 
Industrial Project located at NE 185th 
Avenue off Airport Way east of PDX. 
DP Partners originally bought the 
site in 2007 from the PDC which 
had purchased the 33 acre site 6 
years earlier with the intention of 
providing a shovel ready industrial 
site that would when developed 
provide significant family wage jobs. 
While Olsen is modest and somewhat 
facetious, the fact that  this project 
has almost filled over 350,000 sf in 
one of the crappiest industrial markets 
is just short of miraculous. “We have 
the right product, at the right place 
with the flexibility and hands-on 
ability to make deals aggressively 
and quickly” Olsen explains. The two 
major coups is the just completed 
105,000 sf build to suit HQ for beer 
and beverage distributor Morgan 
Distributing and the recent long term 
lease for LaCrosse (Danner) Footwear 
for 59,000 sf. Morgan will own their 
facility and LaCrosse which has its 
corporate headquarters down the 
road fills a big void in the existing 
265,000 sf building. “The PDC was 

instrumental in helping both of these 
deals come together and gave us an 
advantage”. The PDC assisted in 
contributing towards the extensive 
tenant improvements for Morgan and 
allowed DP Partners the ability to use 
some excess adjacent land to provide 
the parking for the 200 employees 
that will be working out of LaCrosse’s 
production facility. This all comes 
as vacancy rates throughout the 
Columbia Corridor has climbed and 
large blocks of space remain empty.   
Morgan is relocating from Oregon 
City and LaCrosse is increasing 
sales (much of it to the military) and 
ramping up production to meet those 
sales increases.

DP Partners has a long successful 
history going back 50 years in 
industrial real estate development.  
Known previously as Dermody 
Properties, they bring a unique blend 
of construction and development 
expertise in partnering with such 
capable entities as CALPERS to 
develop over 50 million square feet 
of industrial space throughout the 
country. 

The recent success against some rather 
strong economic headwinds has made 
Olsen encouraged that DP Partners 

can continue its hitting streak with 
another project in Portland. “We are 
actively looking for accessible larger 
sites from Southwest Washington to 
areas south of Portland along I-5. We 
want to get some scale and increase 
the volume of our efforts with a larger 
development. We are fortunate to not 
be constrained by financing and with 
the market down a bit now is the time 
to tee up good sites”. Olsen observes.  
DP thinks that there might be some 
real merit in having a large speculative 
development up and running in 
spring 2012 when they see much of 
the empty space in the Corridor and 
the metro area in general filled and 
financing constraining construction 
of new buildings. It is refreshing to 
see some bullishness out there by a 
capable and well financed industrial 
developer who looks committed to 
Portland for the long term..

FBI coming to Cascade Station
Probably the most famous government agency that busted John Dillinger and Al Capone is getting a nice new 
fortress in Portland. Keeping with the general secrecy of the FBI is the recent announcement that they will be 
occupying a sparkling new office building at Cascade Station by the airport. Keeping us safe from underwear and 
shoe bombers, the FBI will be plotting and planning inside a 135,000 sf $65 million complex just west of Target 
near Airport Way. The PDC actually sold the rights to develop the site which is on a long term ground lease 
with the Port. It is being developed by a company out of Las Vegas called the Molaskey Group which inherited 
the project from a failed development company out of Atlanta that had won a competition to build several FBI 
facilities around the country. 200 dapper suit clad agents and support staff will occupy the office building when 
it opens at the end of 2011. Cascade Station is slowly becoming an office hub with a building built for ITT 
Technical School; a spec office building and now the FBI. Rumblings of the Post Office locating on a large site 
replacing the Pearl District facility are also hanging out there as the PDC jockeys to secure the dough to buy the 
pivotal 13 acre northwest Portland site.
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S
Schnitzer Steel To 
Rearrange Terminal 
4 Operations

Schnitizer Steel conducts scrap operations at one of its original 
locations at Terminal 4 in Rivergate where all sorts of metal is 
accumulated and sorted with much being loaded on to ocean going 
freighters to supply Asia’s voracious appetite for steel and other 
metals to fuel their phenomenal growth. With close to 120 acres 
surrounding their two deep water berths, Schnitzer’s operations are 
a beehive of activity of trucks, rail cars, cranes and assorted heavy 
equipment moving in constant motion. ( I take my lunch down 
there and just sit in my car and watch it happen. Strange, but hey, 
I am an industrial broker at heart). A visual of the site by someone 
not used to the dirty but necessary business of metals recycling 
would think this is  an unorganized chaotic enterprise. Not quite 
true but according to Jaime Wilson at Schnitzer Steel it could be 
done a lot more efficiently “ We have not always operated this 
location in the most efficient manner and when you have this much 

area you tend to spread out and use it whether or not you need to”. This has led them to undertake some analysis of 
the site to better understand how they can accomplish the same throughput and business while potentially reducing 
their acreage footprint down to say 75-80 acres.

“We think we can do things a bit better and more economically and still achieve out present and future volume 
goals while freeing up land for other uses or investments”. Does that mean an extra key industrial acreage may be 
available? “It is early in the process but it could mean we have land available for our own use or potentially for other 
users” says Wilson.  Schnitzer thinks it could be 12-18 months till they analyze and act on their efficiency efforts 
but having another 25-30 acres of heavy industrial land with rail and water access ready for another job creating 
enterprise sounds like a pretty good thing to me. 

Qwest Building Hits the Market
The recent announced transaction of the sale of Qwest Communciations to rural phone conglomerate Centurytel (remember  
it as US Direct and as the western baby bell?) was not a surprise as Qwest has been a laggard performer with a sprawling 
tough to manage 14 state territory, no real cellular assets and limited broadband and fiber businesses. It is all about wringing 
out costs in the hyper-competitive and quickly changing telecom business and that means real estate assets often get combined 
or scaled down and this deal is no different. Qwest is vacating one of the largest office and service facilities in the Columbia 
Corridor, just west of the Airport at NE 122nd and Airport Way. This 165,000 sf facility was originally built in 1985 as a build 
to suit and served as a regional warehouse and distribution center as well as an administration and training center for the 
Northwest. There have been a host of owners of this building and now Stephen Endsley a private investor from Modesto, 
California who bought the property almost five years ago for a healthy $19.5 million is now looking at a multitude of 
possibilities for the site for when Qwest leaves next March. “The property has tons of potential because of its ability to  
divide into smaller spaces and the location close to airport and freeways is optimal” Mr Endsley offers. A large 48,000 sf 
office component will be a challenge in a mostly industrial submarket but with substantial additional land (total site size 14.85 
acres) and ability to potentially add some retail pad sites along Airport Way, the property has some interesting possibilities.

Endsley is working with Group Mackenzie to develop several scenarios of splitting the property or adding space in order to 
show potential tenants the multitude of possibilities on the site. “We believe the building and site offer maximum flexibility 
and possibility and we will be very aggressive in pursuing opportunities”. Endsley relates. He also will entertain a sale at a 
price that has yet to be officially determined but admittedly will be under his acquisition price. It will be telling to watch  
they type and scope of interest the property generates over the next 6-9 months.
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Time to Take a Look at Your 
Property Taxes

Property Tax Appeals

The challenging economy has 
brought with it some erosion in 
value of many properties from some 
healthy levels 3-4 years ago. In 
talking with an appraiser friend of 
mine, he says he has seen 40-50% 
price reductions in especially in-fill 
properties from three years ago. With 
this price deflation I have started 
getting some inquiries from property 
owners about the possibility of 
looking to see if their property might 
qualify for a reduction in property 
taxes which makes sense in these 
trying times. But a look at the history 
of how counties calculate property 
taxes reveal that most properties 
have a long way to fall before there 
is much of a case for many property 
owners to get any dough back 
from the county. But in some cases 
the assessed value with which the 
county calculates bills for property 
taxes may be close to actual market 
value which means commercial 
industrial property owners could 
be sending the county substantial 
dollars that they should not be. “If 
you own commercial property, now 
is  one of the best times to take a 
hard look at the County’s assessed 
value of your property because of 
the some significant loss of value”, 
says attorney Chris Robinson who 
specializes in helping property 
owners get their property taxes 
reduced to reflect current market 
values. Robinson relates that 
especially industrial properties  
are good candidates for a review  
of value as in many submarkets 
these values have taken significant 

hits while assessed values have 
remained high. 

The first thing to look for to under-
stand if you may have a case is if the 
assessed value is close to the real 
market value on your tax statement 
of if that is not handy you can check 
it out on www.portlandmaps.com. 
The assessed value reflects what 
actually the value the county uses 
to levy their taxes. As you recall, 
we passed Measure 50 back in 1997 
which limited increases to 3% per 
year plus it reduced assessed values 
to 1995 levels, minus 10% as a 
baseline. This measure was among 
many anti-tax measures passed 
around the country at the time in 
response to soaring tax bills directly 
tied to increasing property values. 
So at that time assessed value and 
market were pegged at the same 
value but over the next 13 years 
while assessed value increased by 
the measures 3% cap, market value 
often went up by double or triple 
that percentage where now market 
value is significantly higher than 
assessed value; sometimes double.  
Currently in Multnomah County this 
year overall the assessed value is 
about 55% of market value which is 
the highest it has been in some time. 
So even in times of falling values, 
taxes will most likely go up due to 
the 3% increase and also due to bond 
measures passed by voters in any 
given election cycle which increases 
the millage rate (The amount of 
taxes per $1000 in assessed value) 
We passed in 2008 three different 

bond measures for: Zoo expansion; 
community colleges and the 
children’s fund. So most likely your 
property tax bill will go up even as 
your real market value goes down. 
But I guess we can feel some sort of 
relief that we are not paying taxes 
based upon the real market value, 
but that does not mean we should 
all be resigned to this reality and 
blindly not pay attention to our tax 
bills and our properties assessed 
values. There are many exceptions 
to this generality and reasons to look 
closely at the value of your property.  
Significant vacancy or obsolescence; 
environmental constraints like 
wetlands or bad soils; environmental 
contamination; construction defects 
or any aspect that reduces or impacts 
valuable amenities of the property all 
can be taken into account to see if a 
tax appeal is worthwhile. “There are 
many ways to look at how a property 
may have suffered value loss beyond 
just the falling market” Robinson 
relates, but the key remains the fact 
that most likely in order to have a 
good chance for an appeal assessed 
and market value have to pretty 
close but many factors can play  
a part.

If you own a commercial/industrial 
property, especially larger properties,  
it pays to hire professionals to look 
for every facet of the value equation 
to see if your property warrants 
an appeal to get the property taxes 
reduced. These pros can take 
the form of appraiser, attorneys, 
accountants etc. Most will get
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Interstate Corridor Urban Renewal Area May Grow
As the Airport Way area shuts down, 
the slack may be taken up by the 
Interstate Corridor Urban Renewal 
Area (URA) according to a recent 
action in May by a special community 
advisory committee working in 
conjunction with the Portland 
Development  Commission. Part of 
the expansion will entail basically 
combining some of the 186 acres 
(current thinking is only 32 acres) in 
the Convention Center URA which 
is slated to expire in 2013 and which 
lies mostly around the Rose Garden 
and Lloyd District with the Interstate 
Area. This mother of all Urban 
Renewal Areas will be created with 
three additional new areas added to 
the existing 3744 acres encompassing 
10 neighborhoods. St John’s which 
has long clamored for development 
assistance will get a 103 acre area and 
also 108 additional acres along MLK 
in the Alberta/Killingworth Corridor 
will also be added. The Interstate 
URA will then total over 4000 acres 
and run from the Rose Garden Area 
up to Delta Park and out to St Johns if 
the PDC adopts this recommendation. 
Sara King of the PDC explains some 
of the thinking behind this expansion. 
“We have been working with a city 
advisory group for over a year about 
adding to the Interstate Corridor URA. 
These are only recommendations at 
this point as they have been carefully 
studied which need to be approved by 
both the PDC Board and the Planning 
Commission then of course to the  
City Council which may happen 
later this year. The big question 
mark involves the Rose Quarter and 

the Convention Center.” What she 
means is that as we all know the Rose 
Quarter and the former Coliseum are 
going through a painstaking analysis 
and development process to determine 
long term use of the Coliseum as 
well as the Blazers plan for the area 
around the Rose Quarter (remember 
their “JumpTown” concept?). They 
need URA money to make this happen 
“We are waiting for some clarity 
and resolution on plans for both the 
Coliseum and more importantly the 
Rose Quarter as the Mayor has asked 
the PDC to look at adding that area 
which is currently in the Convention 
Center Urban Renewal Area to the 
Interstate Renewal Area so we are 
in a bit of a holding pattern until the 
end of the year, but we anticipate that 
much of these recommendations will 
gain momentum and work its way to 
approval in some shape by early next 
year” King optimistically predicts.   
So the pathway that looks to be where 
this is headed is that there will be the 
substantial additions to the Interstate 
Corridor Urban Renewal Area in St 
Johns; Alberta/Killingsworth as well 
as more acreage along MLK and then 
selected areas now in the Convention 
Center including parts of the Rose 
Quarter. Mayor Adams is pushing 
for the Rose Garden to be included 
in this new mega area to help in its 
redevelopment at the hands of the 
Blazers.

Much of the driving force behind 
these moves is the significant amount 
of resources the Interstate URA has 
at its disposal for investment. Many 

Urban Renewal Areas have very little 
money in the next few years to spend 
on projects as many URAs have 
reached their maximum indebtness or 
have values that have stalled or have 
commitments for large projects going 
out many years. But the Interstate 
URA has a fairly fat checkbook for 
investment. The maximum indebtness 
for the area is $335 million and to date 
only $68 million has been committed. 
The Blazers with Sam Adams’ big 
support are drooling over this pot 
of gold as their glitzy Rose Quarter 
redevelopment efforts most likely will 
look to grab a large chunk of these 
funds. This, along with the fact that 
this realignment effort  streamlines 
development efforts, and may make 
for better management, and brings 
in areas that have long wanted and 
need proactive investment, makes this 
expansion highly probable. 

This process like most it seems 
in Portland these days has had its 
controversy and detractors. The 
recommendations were done by an 
advisory committee and while each 
expansion area was recommended 
with a majority but it seems this group 
may have neglected input from the 
Interstate Urban Renewal Advisory 
Committee’s which is the long time 
stakeholder group overseeing the 
original URA which did not agree 
completely with adding all these new 
areas especially adding land from the 
around the Rose Quarter. It looks to 
get even more sticky.

Stay tuned!

Thanks to Chris Robinson www.ckrobinsonlaw.com  (503-635-9339) He welcomes your property tax inquiries.

reimbursed for their efforts  
through a percentage of what  
they save you on taxes and this  
can vary from 25%-40% depending 
on the size of the property and tax 
bill. The process can take up to 12 
months but it can be retroactive 
in that you can appeal previous 

assessments and if successful you 
can be compensated interest on the 
principal on the amount from the 
time you paid the tax. Basically 
you have to file your appeal by 
December 31st for the current tax 
year with hearings in front of the 
Board of Equalization which is 

made up of experienced community 
members. Many times on commercial 
and industrial property that tend 
to be larger and more complex the 
Board of Equalization will refer  
such cases to the more capable Tax 
Court Magistrate.
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8 Reasons Oregon is  
in Deep Trouble

     The budget shortfall is now at $1 billion and who knows where  
     it may go with the next forecast and the Vegas odds are that it  
     will go higher given the lack of job creation and the weak       
     forecast for tax receipts. I saw this recent enumeration of how         
     and why we are we are and thought it was a good summation.

Recession1. : Unlike past economic troughs, this one  
was too deep, too vicious to muddle through with  
nips and tucks 

No sales tax2. : Our heavy dependence on income  
taxes to pay for schools and state programs leaves  
us vulnerable when jobs dry up. It proven that sales  
tax revenues do not experience the wide economic 
swings as do income taxes. 

Failure to apply spending brakes3. : Lawmakers  
went on spending spree in 2007 that has come  
back to bite us. 

Dinky Savings Accounts4. : The state’s first ever  
rainy day established in 2007 was all but depleted  
in two years. 

Ballot Measures approved by voters5. ; Property 
tax limits, longer prison sentences, kicker rebates, 
mandatory parks spending leave little wiggle room 
when income stalls. 

Public Employee Benefits6. ; Most state employees 
get fully paid medical insurance. And the retirement 
system, despite some mild rollbacks and changes  
for newer employees, still has old guaranteed returns 
and present retirement contributions which often has 
their employers picking up their 6% contribution. 

Federal Stimulus7. ; It saved jobs for two years  
but not it’s going away and the economy did  
not recover and has further delayed making  
hard spending decisions which are now  
harder and costly to make. 

Kicker8. : If the economy takes off faster than  
state officials anticipate and we all know how 
accurate economic predictions are, Oregon  
sends money back individuals and corporations 
while cutting schools and services. No other  
state has such a law. 

SPOTLIGHT:

Whether you are investor, developer, property owner or 
a business that leases space, you need to understand 
more throughly the market, trends and options avail-
able to you in order to make the best possible decisions 
regarding your property and facilitie’s requirements.

WHAT ARE VALUES? WHERE ARE LEASE RATES GOING? 
IS IT A GOOD TIME TO BUY? LEASE? SHOULD I LOOK 
AT A MOVE OR CONSOLIDATION? WHAT ARE THE BEST 
OPTIONS GIVEN MY GOALS AND SITUATION?

If you are a tenant with a lease coming due in the next 
year or so, it is time to access your firm’s present and 
future space needs and how best to accomplish the most 
flexibility as well as the best rental terms. 

With the construction of many new industrial projects, 
understanding these options, rates, triple net charges, 
location and amenities are helpful in makeing valuable 
comparisons and real estate decisions.

SHOULD I BUILD OR BUY?

Building or buying a building is and age old queston 
the has many facets and considerations. Understanding 
financing; land values and locations; hard and soft con-
struction costs and timing are all instrumental in making 
adequate comparison.

There is not a one size fits all formula to commercial/
industrial real estate question but I can help provide and 
sort through the myriad amounts of information that will 
lead to the best possible strategy.

Todd DeNeffe


