
R e al e st at e 
i n c o m e i n 
2 0 1 4- 2 0 1 6  
di d n ot m ai n-
t ai n t h e tr e n d 
n e e d e d t o m e et 
t h e 2 0 3 1 g o al 
( milli o n s)

Pr o s p er P ortl a n d: 
Di s ci pli n e d pr o p ert y m a n a g e m e nt n e e d e d t o a c hi e v e
f ut ur e r e v e n u e g o al s, e q uit a bl e o ut c o m e s

F or t h e f ull r e p ort, cli c k or g o t o: htt p s:// w w w. p ortl a n d or e g o n. g o v/ a u dit s er vi c e s/ arti cl e/ 6 6 3 7 4 1
T o s e e ot h er a u dit r e p ort s fr o m t h e A u dit S er vi c e s Di vi si o n, O i  c e of t h e Cit y A u dit or:
w w w. p ortl a n d or e g o n. g o v/ a u dit s er vi c e s

A u dit hi g hli g ht s - N o v e m b er 2 0 1 7

I s Pr o s p er P ortl a n d r e a d y t o i n cr e a s e
r e al e st at e i n c o m e

9 0 0 % ?

R e al e st at e 
a cti viti e s w er e 
n ot ali g n e d 
wit h str at e gi c 
g o al s

  D e v el o pi n g str at e gi c 

p ur p o s e a n d i n c o m e g o al s

  – f or e a c h pr o p ert y

  – f or t h e w h ol e p ortf oli o

  N o e q uit y pl a n s f or e a c h 
pr o p ert y

  N o r e g ul ar r e vi e w b y 
t h e Fi n a n ci al I n v e st m e nt 
C o m mitt e e

  N o ri s k a s s e s s m e nt

  Pr o bl e m s i n 

  – b u d g eti n g

  – r e p orti n g

  – pr ot e cti n g p h ysi c al a s s et

  – m a xi mi zi n g r e v e n u e

P h ot o s c o urt e s y of A u dit S er vi c e s Di vi si o n, I n n at 
t h e C o n v e nti o n C e nt er, a n d e x pl or et h e p e arl. c o m.

T o m e et r e v e n u e g o al s a n d pr o m ot e e q uit y
w e r e c o m m e n d ali g n m e nt wit h str at e gi c g o al s a n d i n cr e a s e d m o nit ori n g.

8 0

4

Pr o p erti e s 
o w n e d or 
c o ntr oll e d

Pr o p erti e s 
r e vi e w e d 
i n d et ail

Li mit e d 
m o nit ori n g 
of e xt er n al 
o p er at or s l e d t o 
p o or o ut c o m e s  
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

Pr o s p er P ortl a n d i s at a cr o s sr o a d s, tr a n siti o ni n g b ot h w h er e it s 

r e s o ur c e s c o m e fr o m a n d w h o b e n e fit s fr o m it s w or k. R e al e st at e will 

b e a m aj or p art of t h at tr a n siti o n .

O n t h e r e s o ur c e s si d e, Pr o s p er P ortl a n d a nti ci p at e d t h at r e v e n u e fr o m 

r e al e st at e w o ul d i n cr e a s e fr o m a mi n or s o ur c e ( a b o ut $ 2 milli o n a 

y e ar) t o t h e a g e n c y’s l ar g e st s o ur c e of f u n di n g at $ 1 6 .2 milli o n i n 

2 0 3 1.

O n t h e b e n e fit s si d e, Pr o s p er P ortl a n d h a s a c k n o wl e d g e d a l e g a c y of 

g e ntri fi c ati o n a n d di s pl a c e m e nt a n d c o m mitt e d t o all e vi ati n g di s p ari -

ti e s b y b e c o mi n g a n a g e n c y t h at pri oriti z e s b uil di n g a n e q uit a bl e 

e c o n o m y.

W e r e vi e w e d Pr o s p er P ortl a n d’s r e al e st at e m a n a g e m e nt i n 2 0 1 6 t o 

d et er mi n e if pr a cti c e s ali g n e d wit h str at e gi c g o al s a n d h o w st a ff o v er -

s a w t h e d a y-t o- d a y m a n a g e m e nt of t hir d- p art y o p er at or s .

W e f o u n d t h at Pr o s p er P ortl a n d w a s n ot y et p o siti o n e d t o m a k e it s 

tr a n siti o n. St a ff di d n ot: 

  cr e at e fi n a n ci al a n d str at e gi c g o al s f or e a c h pr o p ert y a n d f or 

t h e p ortf oli o a s a w h ol e

  d o c u m e nt e q uit y c o n si d er ati o n s

  p erf or m ri s k a s s e s s m e nt s

  a d e q u at el y m o nit or t hir d- p art y o p er at e d pr o p erti e s . 

T o tr a n siti o n s u c c e s sf ull y, Pr o s p er P ortl a n d m u st i m pr o v e r e al e st at e 

m a n a g e m e nt.

P R O S P E R P O R T L A N D:
Di s ci pli n e d pr o p ert y m a n a g e m e nt n e e d e d t o 
a c hi e v e f ut ur e r e v e n u e g o al s, e q uit a bl e o ut c o m e s

S u m m ar y
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

Pr o s p er P ortl a n d, f or m erl y k n o w n a s t h e P ortl a n d D e v el o p m e nt 

C o m mi s si o n, i s t h e Cit y’s e c o n o mi c a n d ur b a n d e v el o p m e nt a g e n c y . 

T h e a g e n c y i s a ut h ori z e d i n t h e Cit y C h art er a n d i s h e a d e d b y a fi v e-

m e m b er c o m mi s si o n . T h e a g e n c y i s l e a n er t h a n it o n c e w a s wit h 9 5 

e m pl o y e e p o siti o n s i n 2 0 1 6, a d e cr e a s e fr o m 2 2 5 i n 2 0 0 9 . T h e a g e n c y 

e x p e ct e d a m aj or s hift i n r e v e n u e s o ur c e s a w a y fr o m t a x i n cr e m e nt 

fi n a n ci n g a n d c h a n g e d it s n a m e t o r e pr e s e nt tr a n sf or m ati o n wit hi n 

t h e a g e n c y t o a d dr e s s di s p ariti e s.

Pr o s p er P ortl a n d w a s e st a bli s h e d t o all o w t h e Cit y t o u s e a f u n di n g 

m e c h a ni s m c all e d t a x i n cr e m e nt fi n a n ci n g . T o g e n er at e t a x i n cr e m e nt 

fi n a n ci n g, t h e Cit y e st a bli s h e d ar e a s f or t ar g et e d d e v el o p m e nt, c all e d 

ur b a n r e n e w al ar e a s . T h e Cit y b orr o w e d f u n d s a g ai n st a nti ci p at e d 

i n cr e a s e s i n pr o p ert y t a x e s wit hi n t h e ar e a s a n d d e di c at e d t h e f u n d s 

t o i m pr o v e m e nt s wit hi n t h e ar e a s. F or a p eri o d of 2 0- 2 5 y e ar s a n y 

i n cr e a s e i n t a x e s c oll e ct e d t h at r e s ult e d fr o m t h o s e i m pr o v e m e nt s 

a n d i n cr e a s e d pr o p ert y v al u e s i n t h e ar e a s w a s d e di c at e d t o r e p a y -

i n g t h o s e l o a n s. At t h e e n d of t h e p eri o d all pr o p ert y t a x e s c oll e ct e d 

(i n cl u di n g t h e i n cr e a s e) ar e r et ur n e d t o t h e t a xi n g a ut h oriti e s.

I n 2 0 1 6 t h er e w er e 1 6 ur b a n r e n e w al ar e a s i n P ortl a n d, w hi c h c o ntri b-

ut e d $ 1 5 .2 milli o n i n t a x i n cr e m e nt fi n a n ci n g r e v e n u e t o o p er ati n g 

e x p e n s e s. T a x i n cr e m e nt fi n a n ci n g r e v e n u e f u n d e d 4 9 p er c e nt of 

Pr o s p er P ortl a n d’s o p er ati n g r e v e n u e .

B a c k gr o u n d

T a x i n cr e m e nt 
fi n a n ci n g r e v e n u e
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

T h e Cit y C h art er a ut h ori z e s Pr o s p er P ortl a n d t o a c q uir e, i m pr o v e, a n d 

l e a s e pr o p ert y t o c arr y o ut e c o n o mi c d e v el o p m e nt d uti e s. I n 2 0 1 6 

t h e a g e n c y o w n e d or c o ntr oll e d 8 0 pr o p erti e s, m o st of w hi c h w er e 

l o c at e d i n 1 0 ur b a n r e n e w al ar e a s. O nl y o n e pr o p ert y w a s o ut si d e of 

a n ur b a n r e n e w al ar e a . T h e l ar g e st pr o p ert y w a s i n t h e Air p ort W a y 

ur b a n r e n e w al ar e a a n d w a s o v er 4 0 0, 0 0 0 s q u ar e f e et . T h e s m all e st 

w a s 8 1 6 s q u ar e f e et i n t h e I nt er st at e ur b a n r e n e w al ar e a . Pr o p erti e s 

r a n g e d i n v al u e fr o m $ 1 1 6, 0 0 0 t o $ 2 5.3 milli o n .

R e al e st at e r e v e n u e

P ortl a n d ur b a n r e n e w al ar e a s i n 2 0 1 6 

I nt er st at e

Ri v er Di stri ct

S o ut h P ar k Bl o c k s

N ort h M a c a d a m

C e ntr al E a st si d e

C o n v e nti o n C e nt er

L e nt s

G at e w a y

Air p ort W a y

D o w nt o w n W at erfr o nt

N ot e: N ei g h b or h o o d Pr o s p erit y 
I niti ati v e ar e a s m ar k e d i n li g ht gr a y.
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

A c c or di n g t o t h e a g e n c y, Pr o s p er P ortl a n d a c q uir e d pr o p ert y m o stl y 

t hr o u g h p ur c h a s e alt h o u g h s o m e w er e a c q uir e d w h e n b orr o w er s 

d ef a ult e d o n l o a n s pr o vi d e d b y t h e a g e n c y . G o al s f or e a c h pr o p ert y 

v ari e d, b ut all ali g n e d wit h g o al s f or t h e ur b a n r e n e w al ar e a i n w hi c h 

t h e y w er e l o c at e d. E x a m pl e s of pr o p erti e s i n cl u d e d:

  A s eri e s of l ot s c o n s oli d at e d f or a n a n c h or t e n a nt 

d e v el o p m e nt at N ort h e a st M arti n L ut h er Ki n g B o ul e v ar d a n d 

Al b ert a Str e et .

  P ar ki n g s p a c e s at Ol d T o w n L oft s a c q uir e d w h e n a d e v el o p er 

d ef a ult e d o n a l o a n .

( Cli c k t h e li n k b el o w t o vi e w a sli d e s h o w d et aili n g t h e pr o p ert y p ortf oli o s)

htt p s:// w w w. p ortl a n d or e g o n. g o v/ a u dit s er vi c e s/ arti cl e/ 6 6 3 2 8 8

Pr o s p er P ortl a n d o w n e d or c o ntr oll e d 8 0 pr o p erti e s i n 2 0 1 6
( s h o w n b y ur b a n r e n e w al ar e a, pr o p erti e s ar e s h o w n wit h pr o p orti o n al ar e a)
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

  T h e I n n at t h e C o n v e nti o n C e nt er p ur c h a s e d t o u s e t h e l a n d 

f or a n e w h e a d q u art er s h ot el at t h e C o n v e nti o n C e nt er. Wh e n 

pl a n s w er e fi n ali z e d f or a di ff er e nt l o c ati o n, t h e a g e n c y h a d t o 

r e c o n si d er w h at t o d o wit h t h e pr o p ert y.

  Pr o p erti e s l e a s e d t o c o m m u nit y gr o u p s at s u b- m ar k et r at e s 

i n cl u di n g t h e h o m e of t h e B el m o nt G o at s a n d V o z W or k er s 

C e nt er.

T h e pr o p erti e s g e n er at e d $ 1 .7 milli o n i n n et r e v e n u e i n 2 0 1 6, w hi c h 

w a s 6 p er c e nt of t ot al o p er ati n g r e v e n u e .

Pr o s p er P ortl a n d st a ff cr e at e d a dr aft b u si n e s s pl a n t o o utli n e h o w 

t h e a g e n c y will c o m p e n s at e f or d e cli ni n g t a x i n cr e m e nt fi n a n c-

i n g. T h o u g h t h e d o c u m e nt w a s still i n dr aft f or m at t h e ti m e of t hi s 

a u dit, a v er si o n w a s p u bli s h e d o n t h e a g e n c y’s w e b sit e a n d st a ff s ai d 

t h e o v er all fi n a n ci al m o d el r e m ai n e d l ar g el y t h e s a m e a s t h e pl a n 

e v ol v e d.  A c c or di n g t o t h e pl a n, r e al e st at e r e v e n u e i s i nt e n d e d t o b e 

a m aj or p art of Pr o s p er P ortl a n d’s str at e g y f or g e n er ati n g r e v e n u e i n 

t h e f ut ur e. T h e a g e n c y a nti ci p at e d t h at t a x i n cr e m e nt fi n a n ci n g r e v-

e n u e w o ul d n o l o n g er b e a v ail a bl e wit hi n t h e n e xt 1 0 y e ar s wit h o ut 

f urt h er a cti o n fr o m Cit y C o u n cil. Th e g o al i s t o g e n er at e m or e t h a n 

ni n e ti m e s t h e a m o u nt of r e al e st at e r e v e n u e it c urr e ntl y g e n er at e s 

b y 2 0 3 1 . 

S hift i n r e s o ur c e s

I n 2 0 1 6 t a x i n cr e m e nt fi n a n ci n g w a s a m aj or s o ur c e of 
r e v e n u e a n d r e al e st at e w a s a mi n or s o ur c e 
( s h o w n i n milli o n s)

$ 1. 0

$ 1. 7

$ 2. 6

$ 1 0. 6

$ 1 5. 2

Ot h er F e e s & R e v e n u e s

R e al Es at e

L o a n I n c o m e

G e n er al F u n d

T a x I n cr e m e nt Fi n a n ci n g

S o ur c e: Pr o s p er P ortl a n d B u d g et O ffi c e

T a x I n cr e m e nt Fi n a n ci n g

G e n er al F u n d

L o a n I n c o m e

R e al E st at e

Ot h er F e e s & R e v e n u e s
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

Pr o s p er P ortl a n d’s r e al e st at e r e v e n u e r a n g e d fr o m $ 2 .3 milli o n i n 

2 0 1 4 t o $ 1 .7 milli o n i n 2 0 1 6 . T hi s a m o u nt i s f ar b el o w w h at will b e 

n e e d e d t o m e et t h e 2 0 3 1 r e v e n u e g o al s o utli n e d i n t h e dr aft b u si -

n e s s pl a n .

R e al e st at e a n d t a x i n cr e m e nt fi n a n ci n g r e v e n u e 
i n 2 0 1 6 a n d 2 0 3 1

S o ur c e: Pr o s p er P ortl a n d B u d g et O ffi c e

$ 1 5 . 2

T a x I n cr e m e nt Fi n a n ci n g , $ 0 . 0

$ 1 . 7

R e al E st at e , $ 1 6 . 2

2 0 1 6 2 0 3 1 G o al

$ 2 . 3
$ 1 . 6 $ 1 . 7

$ 1 . 3

$ 5 . 8

$ 1 3 . 5 $ 1 6 . 2

2 0 1 4 2 0 1 6 2 0 2 1 2 0 2 6 2 0 3 1

R e al e st at e i n c o m e i n 2 0 1 4- 1 6  di d n ot m ai nt ai n t h e 
tr e n d n e e d e d t o m e et t h e 2 0 3 1 g o al

S o ur c e: Pr o s p er P ortl a n d B u d g et O ffi c e
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

Pr o s p er P ortl a n d u s e s t h e d e fi niti o n f or e q uit y i n t h e P ortl a n d Pl a n 

w hi c h st at e s “ e q uit y i s w h e n e v er y o n e h a s a c c e s s t o o p p ort u niti e s 

n e c e s s ar y t o s ati sf y e s s e nti al n e e d s, a d v a n c e t h eir w ell- b ei n g, a n d 

a c hi e v e t h eir f ull p ot e nti al .” Pr o s p er P ortl a n d h a s a c k n o wl e d g e d a n 

a g e n c y l e g a c y of i n e q uit y a n d c o m mitt e d t o all e vi ati n g di s p ariti e s 

b et w e e n w hit e p e o pl e a n d p e o pl e of c ol or i n P ortl a n d . I n a 2 0 1 7 

m e s s a g e t o e x pl ai n t h e a g e n c y’s n a m e c h a n g e, t h e e x e c uti v e dir e ct or 

s ai d:

N e arl y 6 0 y e ar s a g o, t h e P ortl a n d D e v el o p m e nt 
C o m mi s si o n w a s cr e at e d t o t a k e a d v a nt a g e of p o w erf ul 
fi n a n ci al t o ol s all o w e d b y ur b a n r e n e w al l e gi sl ati o n . T hi s 
l e d t o b ull d o zi n g n ei g h b or h o o d s wit h Afri c a n A m eri c a n, 
It ali a n i m mi gr a nt, a n d J e wi s h c o m m u niti e s, a m o n g 
ot h er s, s o m eti m e s wit h littl e n oti c e or c o m p e n s ati o n . 
T h e a g e n c y c arri e d o ut t h e s e di s cri mi n at or y pr a cti c e s 
i n t h e n a m e of pr o gr e s s, a n d t h eir d e v a st ati n g e ff e ct s 
still r e v er b er at e t o d a y. D e c a d e s of p ai n a n d mi str u st still 
li n g er i n s o m e c o m m u niti e s, a tr a gi c l e g a c y t h at i nf or m s 
o ur w or k t o d a y a n d g ui d e s u s t o o ur f ut ur e .

T h e str at e gi c pl a n n ot e s t h at t h o s e pr o gr a m s c o ntri b ut e d t o i n e q ui -

ti e s t h at s ur vi v e t o d a y a n d ar e g etti n g w or s e. T h e w a g e g a p b et w e e n 

w hit e p e o pl e a n d p e o pl e of c ol or w a s $ 3 a n h o ur i n 1 9 8 0 a n d $ 5 

a n h o ur i n 2 0 1 2 . Pr o s p er P ortl a n d r e p ort s t h at i n e q uiti e s c o n str ai n 

t h e a bilit y f or c o m p a ni e s t o gr o w, li mit i n n o v ati o n, a n d u n d er c ut 

e c o n o mi c gr o wt h . T o a d dr e s s t h e s e i n e q uiti e s, Pr o s p er P ortl a n d h a s 

c o m mitt e d t o tr a n sf or mi n g i nt o a n a g e n c y t h at pri oriti z e s b uil di n g a n 

e q uit a bl e e c o n o m y . 

M e eti n g str at e gi c o bj e cti v e s f or fi n a n ci al st a bilit y a n d i m pr o v e d e q -

uit y will r e q uir e Pr o s p er P ortl a n d t o i m pr o v e r e al e st at e m a n a g e m e nt .

S hift i n w h o b e n e fit s
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F or t hi s a u dit, w e a s s e s s e d h o w Pr o s p er P ortl a n d ali g n s it s m a n a g e -

m e nt of r e al pr o p ert y wit h t h e o bj e cti v e s i n it s str at e gi c pl a n a n d 

h o w it o v er s e e s d a y-t o- d a y o p er ati o n s of pr o p erti e s m a n a g e d b y 

t hir d p arti e s. W e a u dit e d r e al e st at e m a n a g e m e nt i n fi s c al y e ar 2 0 1 6, 

j u st a s st a ff w er e b e gi n ni n g t o i m pl e m e nt t h e 2 0 1 5- 2 0 2 0 str at e gi c 

pl a n.  At t h e str at e gi c l e v el, w e f o u n d t h at r e al e st at e m a n a g e m e nt 

a cti viti e s w er e n ot y et ali g n e d wit h o bj e cti v e s b e c a u s e st a ff h a d n ot 

y et c o m pl et e d a cti o n s o utli n e d i n t h e str at e gi c pl a n . 

Pr o s p er P ortl a n d’s o v er ar c hi n g o bj e cti v e t o “ o p er at e a n e q uit a bl e, 

i n n o v ati v e, a n d fi n a n ci all y st a bl e a g e n c y” u n d erli e s it s ot h er str at e gi c 

o bj e cti v e s. T h e o bj e cti v e i n cl u d e s fi n a n ci al a n d e q uit y a cti o n s t h at 

a p pl y t o t h e r e al e st at e m a n a g e m e nt f u n cti o n .

A u dit R e s ult s:

R e al e st at e 
m a n a g e m e nt 

a cti viti e s n ot y et 
ali g n e d wit h str at e gi c 

o bj e cti v e

Str at e gi c o bj e cti v e a n d 
a cti o n s

Fi n a n ci al a cti o n s 
m o stl y i n pr o gr e s s

I n r e s p o n s e t o t h e str at e gi c pl a n, Pr o s p er P ortl a n d b e g a n i m pl e m e nt-

i n g fi n a n ci al a cti o n s, b ut still h a s m or e t o d o. I n t h e s u m m er of 2 0 1 6, 

t h e a g e n c y r el e a s e d a dr aft l o n g-t er m b u si n e s s pl a n t o d e fi n e h o w it 

will m e et fi n a n ci al g o al s . T h e b u si n e s s pl a n c all s f or st a ff t o i d e ntif y 

a n e x p e ct e d fi n a n ci al r et ur n o n i n v e st m e nt f or t h e r e al e st at e p ortf o -

li o a s w ell a s f or i n di vi d u al pr o p erti e s. 

Fi n a n ci al A cti o n s

• D e v el o p a n d b e gi n i m pl e m e nt ati o n of a l o n g-t er m b u si n e s s pl a n 
f or t h e a g e n c y t h at s e e k s t o a c hi e v e di v er si fi e d, b al a n c e d, a n d 
s u st ai n a bl e f u n di n g f or Pr o s p er P ortl a n d’s pr oj e ct s, pr o gr a m s, a n d 
o p er ati o n s.

• I m pl e m e nt str at e gi c di s p o siti o n of Pr o s p er P ortl a n d’s r e al e st at e 
p ortf oli o t o a c hi e v e b ot h d e v el o p m e nt a n d l o n g-t er m fi n a n ci al 
s u st ai n a bilit y o bj e cti v e s .

E q uit y A cti o n

• C o m pl et e Pr o s p er P ortl a n d’s tr a n siti o n t o a n a nti-r a ci st 
m ulti c ult ur al or g a ni z ati o n t hr o u g h i m pl e m e nt ati o n of t h e 
e q uit y a cti o n pl a n .
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Pr o s p er P ortl a n d b e g a n a c o m pr e h e n si v e r e vi e w of t h e p ot e nti al f or 

r et ur n f or t h e p ortf oli o of all pr o p erti e s, a n d st a ff ar e still d e v el o pi n g 

p ot e nti al r et ur n s . T h e dr aft b u si n e s s pl a n i n cl u d e d a n a s s u m pti o n 

t h at i n v e st m e nt s a s s o ci at e d wit h r e al e st at e will g e n er at e a 6 p er c e nt 

r et ur n. A c c or di n g t o st a ff, t h e e x p e ct e d r et ur n w a s n ot b a s e d o n t h e 

c urr e nt r e al e st at e p ortf oli o; r at h er it w a s a c o n s er v ati v e e sti m at e 

f or p ot e nti al r et ur n b a s e d o n a d vi c e fr o m t h e fi n a n ci al s u st ai n a bilit y 

c o m mitt e e.

St a ff di d n ot d e v el o p r et ur n t ar g et s f or e a c h i n di vi d u al pr o p ert y . 

St a ff di s c u s s e d p utti n g pr o p erti e s i nt o c at e g ori e s b a s e d o n p ot e nti al 

fi n a n ci al r et ur n or m e eti n g c o m m u nit y g o al s, b ut t hi s w or k w a s n ot 

c o m pl et e d at t h e ti m e of t h e a u dit . T h e fi n a n ci al i n v e st m e nt c o m mit -

t e e c o ul d h a v e p erf or m e d t hi s r ol e. It w a s r e s p o n si bl e f or e v al u ati n g 

p ot e nti al i n c o m e a s s o ci at e d wit h p ur c h a s e s, s al e s, a n d l o n g-t er m 

l e a s e s. H o w e v er, st a ff di d n ot h a v e d o c u m e nt ati o n of fi n a n ci al i n v e st-

m e nt c o m mitt e e r e vi e ws f or 2 5 of t h e 2 0 1 6 pr o p erti e s, b e c a u s e t h e 

a g e n c y g ai n e d c o ntr ol of t h e pr o p erti e s pri or t o t h e cr e ati o n of t h e 

c o m mitt e e a n d t h e p oli c y d o e s n’t c o v er pr o p erti e s wit h n o p e n di n g 

d e ci si o n s.

St a ff c o m pl et e d t h e s e c o n d fi n a n ci al a cti o n . T h e b o ar d g a v e st a ff 

dir e cti o n o n w hi c h pr o p erti e s it i nt e n d s t o k e e p a n d st a ff b e g a n 

t h e pr o c e s s of s elli n g t h e ot h er pr o p erti e s. Pr o s p er P ortl a n d s ol d or 

i nt e n d e d t o s ell 3 0 of t h e pr o p erti e s it o w n e d i n 2 0 1 6.

Pr o s p er P ortl a n d pri oriti z e d e q uit y i n it s str at e gi c pl a n, b ut t h at pri or -

it y w a s n ot i n c or p or at e d i nt o it s r e al e st at e m a n a g e m e nt a cti vit y wit h 

d o c u m e nt e d g o al s . Pr o s p er P ortl a n d di d n ot i m pl e m e nt e q uit y pl a n s 

f or r e al e st at e m a n a g e m e nt a cti viti e s a n d di d n ot d o c u m e nt di s c u s-

si o n s a b o ut e q uit y. Pr o s p er P ortl a n d pr o c e d ur e s r e q uir e d a n e q uit y 

pl a n t o “ m a n a g e all i n v e st m e nt s, pr oj e ct s a n d pr o gr a m s i n a m a n n er 

w hi c h c o n si d er s b e n e fi ci ari e s, a d dr e s s e s di s p ariti e s, a n d s u p p ort s 

e q uit a bl e o ut c o m e s .” Eq uit y pl a n s d o c u m e nt c o n si d er ati o n of q u e s -

ti o n s s u c h a s:

  W h o ar e t h e hi st ori c all y di s a d v a nt a g e d P ortl a n d er s a ff e ct e d 

b y t hi s i niti ati v e ?

  H o w will y o u m a xi mi z e o p p ort u niti e s a n d i n cl u si vit y f or t h e m 

t o p arti ci p at e i n or b e n e fit fr o m t hi s i niti ati v e ?

Li mit e d a cti o n o n e q uit y
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Pr o s p er P ortl a n d’s r e al e st at e m a n a g e m e nt a cti viti e s ar e at a t ur ni n g 

p oi nt a n d s u c c e s sf ul m a n a g e m e nt of r e al e st at e will b e a m aj or c o m p o -

n e nt of it s a bilit y t o m e et f ut ur e fi n a n ci al g o al s i n a n e q uit a bl e m a n n er . 

I n t h e p a st, wit h o ut fi n a n ci al g o al s, t h e r e al e st at e p ortf oli o g e n er at e d 

l e s s t h a n o n e- ni nt h of t h e r e v e n u e r e q uir e d i n t h e f ut ur e. I n t h e p a st, 

wit h o ut a f o c u s o n e q uit y, t h e a g e n c y c o ntri b ut e d t o g e ntri fi c ati o n a n d 

di s pl a c e d c o m m u niti e s . Wit h o ut a b al a n c e d r e fl e cti o n a n d i nt e nti o n al 

a cti o n s o n e q uit y a n d fi n a n ci al pri n ci pl e s Pr o s p er P ortl a n d ri s k s n ot 

m e eti n g fi n a n ci al g o al s or s a cri fi ci n g e q uit a bl e o ut c o m e s t o a c hi e v e 

fi n a n ci al r et ur n s .

P a st p erf or m a n c e 
s h o w s ali g n m e nt 
wit h o bj e cti v e s i s 

n e c e s s ar y

S u m m ar y of st at u s of r e al e st at e str at e gi c a cti o n s

Pr o s p er  P ortl a n d  

A u dit  4 9 8,  P a g e  1  

S u m m ar y  of  st at us  of  r e al e st at e  str at e gi c  a cti o n s  

 

 

S ol d  or  i nt e n d e d t o 

s ell  3 0  pr o p erti e s  

E q uit y  i m p a ct 

a s s e s s m e nt  f or o n e  

pr o p ert y

 

   

C o m pl et e I n Pr o gr e s s N o  A cti o n

R el e a s e d  dr aft  l o n g‐

t er m b u si n e s s  pl a n  i n 

s u m m er  of  2 0 1 6

R e vi e wi n g  p ot e nti al  

r et ur n f or t h e 

p ortf oli o

D e v el o pi n g  r et ur n 

t ar g et s f or e a c h  

i n di vi d u al pr o p ert y

N o  fi n a n ci al 

i n v e st m e nt 

c o m mitt e e  r e c or d s 

f or n e arl y  a  t hir d of  

t h e pr o p erti e s  ( 2 5)

N o  e q uit y  a cti o n  

pl a n s

St a ff m e m b er s s ai d t h e y di d n ot c o m pl et e e q uit y pl a n s f or r e al e st at e 

m a n a g e m e nt d e ci si o n s b e c a u s e t h e e q uit y pr o c e d ur e di d n ot a p pl y 

t o r e al e st at e d e ci si o n s a n d di d n ot n a m e t h e r e al e st at e m a n a g e -

m e nt f u n cti o n e x pli citl y .

St a ff b e g a n pr e p ari n g r a ci al e q uit y i m p a ct a s s e s s m e nt s f or s o m e n e w 

pr oj e ct s.  O nl y o n e of t h e 2 0 1 6 pr o p erti e s h a d a n a s s e s s m e nt.
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R e c o m m e n d ati o n s T o e n s ur e t h at r e al e st at e m a n a g e m e nt a cti vit y i s ali g n e d wit h Pr o s -

p er P ortl a n d’s str at e gi c o bj e cti v e s, Pr o s p er P ortl a n d s h o ul d: 

1. D e v el o p str at e gi c p ur p o s e s f or e a c h pr o p ert y a n d i n c o m e 

g o al s a s o utli n e d i n t h e dr aft b u si n e s s pl a n .

2. D o c u m e nt e q uit y a s s e s s m e nt s f or e a c h pr o p ert y i n t h e 

p ortf oli o.

3. A m e n d t h e fi n a n ci al i n v e st m e nt p oli c y t o r e q uir e t h e 

c o m mitt e e t o r e g ul arl y r e vi e w all r e al e st at e h ol di n g s f or 

p ot e nti al fi n a n ci al r et ur n, e v e n t h o s e wit h o ut p e n di n g 

d e ci si o n s. 
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A u dit R e s ult s:

Li mit e d m o nit ori n g 
at t hir d- p art y 

o p er at e d pr o p erti e s

2 0 1 6 Gr o s s i n c o m e fr o m pr o p erti e s b y i n c o m e s o ur c e

S o ur c e: Pr o s p er P ortl a n d R e al E st at e T e a m a n d O p er at or f or U ni o n St ati o n

I n n at t h e C o n v e nti o n C e nt er

U ni o n St ati o n

N el s o n Pr o p ert y

B a k er y Bl o c k

Ar g yl e B uil di n g

St ati o n Pl a c e P ar ki n g G ar a g e

Ri v er pl a c e P ar ki n g G ar a g e

Bl o c k Y

E a st b a n k E s pl a n a d e- F e sti v al L ot s

( o n e si n gl e f a mil y h o u s e a n d m o nt hl y r e stri ct e d p ar ki n g)

( e v e nt s, fil mi n g, c o n str u cti o n st a gi n g, et c.)

(t hr e e pr o p erti e s)

B el m o nt G o at s

M er c a d o P ar ki n g

M L K Bl v d . S ol ar C h ar gi n g St ati o n

M er c a d o

V o z W or k er C e nt er

S W 3r d a n d O a k D e v el o p m e nt A gr e e m e nt

B o ys a n d Girl s Cl u b

2 0 1 6 

Gr o s s I n c o m e ( $)

2, 5 0 5, 1 2 4

1, 3 5 0, 0 2 8

1 6 2, 6 3 9

1 5 2, 7 2 5

1 2 4, 8 0 0

9 5 9, 6 5 8

2 9 2, 4 9 6

1 9 1, 8 2 6

1 0 9, 1 7 2

2 7, 0 8 9

1 3, 6 5 0

1 1, 4 0 0

1 5 1

1 5 0

5

5

1

1

1

T ot al        5, 9 0 0, 9 2 1

I n c o m e S o ur c e

M ar k et R at e A gr e e m e nt s

 

P ar ki n g

 

M o nt hl y R e si d e nti al

Us e P er mit s

Bill b o ar d L e a s e

B el o w M ar k et A gr e e m e nt s

T hir d- p art y

O p er at or

Y e s

Y e s

Y e s

Y e s

Y e s

Y e s

Y e s

Y e s

( o n e)

I n a d diti o n t o r e vi e wi n g h o w r e al e st at e a cti viti e s c o m pli e d wit h 

str at e gi c o bj e cti v e s, w e al s o o b s er v e d h o w st a ff o v er s a w d a y-t o- d a y 

m o nit ori n g of t hir d- p art y o p er at or s at it s pr o p erti e s . I n 2 0 1 6 Pr o s p er 

P ortl a n d g e n er at e d $ 5 .9 milli o n i n gr o s s o p er ati n g i n c o m e fr o m 2 6 

pr o p erti e s, n ot i n cl u di n g c a pit al i n c o m e fr o m s al e s . I n c o m e c a m e 

fr o m t h e f oll o wi n g s o ur c e s:
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Pr o s p er P ortl a n d st a ff m a n a g e d t h e Ar g yl e B uil di n g, t h e m o nt hl y 

r e stri ct e d p ar ki n g s p a c e s, si n gl e u s e p er mit s, bill b o ar d l e a s e s, a n d 

b el o w m ar k et a gr e e m e nt s dir e ctl y . T h e a g e n c y hir e d t hir d- p art y 

o p er at or s t o m a n a g e t h e r e m ai ni n g hi g h er i n c o m e- pr o d u ci n g pr o p -

erti e s a s w ell a s t h e o n e si n gl e f a mil y h o u s e, w hi c h w a s p ur c h a s e d t o 

c o n s oli d at e wit h ot h er pr o p erti e s .

T o e v al u at e Pr o s p er P ortl a n d’s o v er si g ht of t hir d- p art y o p er at or s, 

w e s el e ct e d t h e f o ur pr o p erti e s o p er at e d b y t hir d- p arti e s wit h t h e 

hi g h e st a s s e s s e d v al u e: B a k er y Bl o c k, I n n at t h e C o n v e nti o n C e nt er, 

St ati o n Pl a c e P ar ki n g G ar a g e, a n d U ni o n St ati o n .

S a m pl e pr o p erti e s  

Us e

Ur b a n R e n e w al
Ar e a

2 0 1 6 I n c o m e
( * gr o s s/ n et)

St ati o n Pl a c e G ar a g e

P ar ki n g G ar a g e

Ri v er Di stri ct

$ 1. 0 M/ $ 0. 7 M

U ni o n St ati o n

Tr ai n St ati o n

Ri v er Di stri ct

$ 1. 4 M/ $ 0

I n n C o n v e nti o n C e nt er

H ot el

C o n v e nti o n C e nt er

$ 2. 5 M/ $ 1. 0 M

B a k er y Bl o c k

Mi x e d C o m m er ci al

L e nt s T o w n C e nt er

$ 1 5 0, 0 0 0/ $ 1 3 0, 0 0 0

* gr o s s a n d n et r e v e n u e b a s e d o n o p er at or r e p ort s. N et r e v e n u e d o e s n ot i n cl u d e Pr o s p er P ortl a n d l a b or or e x p e n s e s. 
N u m b er s r o u n d e d t o $ 1 0 0, 0 0 0 e x c e pt B a k er y Bl o c k r o u n d e d t o $ 1 0, 0 0 0. P h ot o s c o urt e s y of A u dit S er vi c e s Di vi si o n, I n n at 
t h e C o n v e nti o n C e nt er, a n d e x pl or et h e p e arl. c o m.
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Pr o s p er P ortl a n d’s o v er si g ht of t hir d- p art y o p er at e d pr o p erti e s i s 

g ui d e d b y t h e r e al pr o p ert y m a n a g e m e nt p oli c y . T h o u g h it i s a n 

i n d u str y b e st pr a cti c e t o c o n d u ct a ri s k a s s e s s m e nt pri or t o u si n g a 

t hir d- p art y o p er at or, st a ff di d n ot c o n d u ct f or m al ri s k a s s e s s m e nt s 

pri or t o m a ki n g d e ci si o n s t o u s e a t hir d- p art y o p er at or . T h e r e al 

pr o p ert y m a n a g e m e nt p oli c y di d n ot r e q uir e a ri s k a s s e s s m e nt b ef or e 

o ut s o ur ci n g pr o p ert y m a n a g e m e nt . T h e p oli c y st at e d t h at Pr o s p er 

P ortl a n d w o ul d c o ntr a ct wit h a t hir d- p art y o p er at or if t h er e w er e 

m ulti pl e t e n a nt s o n t h e sit e, or if m a n a g e m e nt r e q uir e d o n- sit e st a ff -

i n g or s u b st a nti al m ai nt e n a n c e.

Pr o s p er P ortl a n d’s 2 0 1 6 g o al s f or t h e s e pr o p erti e s w er e l o w ri s k, 

t h er ef or e a ri s k a s s e s s m e nt m a y n ot h a v e s e e m e d n e c e s s ar y. H ow-

e v er, a s t h e a g e n c y tr a n siti o n s t o r el yi n g m or e o n r e al e st at e r e v e n u e, 

g o al s a n d ri s k pr o fil e s f or pr o p erti e s will c h a n g e . Pr o s p er P ortl a n d’s 

2 0 1 6 fi n a n ci al g o al s f or t h e pr o p erti e s w er e li mit e d t o c o v eri n g c o st, 

e x c e pt f or U ni o n St ati o n, w h er e t h e a g e n c y e x p e ct e d t o l o s e m o n e y 

i n t h e s h ort t er m.

N o ri s k a s s e s s m e nt s

U ni o n St ati o n

H ol d f or f ut ur e u s e a s a n a n c h or d e v el o p m e nt 

a n d a nti ci p at e s h ort t er m l o s s e s

St ati o n Pl a c e G ar a g e

Pr o vi d e p ar ki n g t o s u p p ort r et ail a n d 

r e si d e nti al d e v el o p m e nt

I n n at t h e C o n v e nti o n C e nt er

H ol d u ntil t h e c o n v e nti o n c e nt er h ot el i s 

d e v el o p e d a n d m a k e s o m e i m pr o v e m e nt s

B a k er y Bl o c k

K e e p t e n a nt s a n d c o v er c o st s

Pr o s p er P ortl a n d fi n a n ci al g o al s f or t h e s a m pl e pr o p erti e s 
w er e l o w ri s k

P h ot o s c o urt e s y of A u dit S er vi c e s Di vi si o n, t h e I n n at t h e C o n v e nti o n C e nt er, a n d 
e x pl or et h e p e arl. c o m.
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

D e s pit e h a vi n g pr o vi si o n s i n a gr e e m e nt s, w e f o u n d c o m pli a n c e 

pr o bl e m s i n b u d g eti n g, r e p orti n g, pr ot e cti n g p h ysi c al a s s et s, a n d 

m a xi mi zi n g r e v e n u e at all f o ur pr o p erti e s: 

 B u d g et s f or all pr o p erti e s eit h er di d n ot i n cl u d e e n o u g h 

d et ail, i n cl u d e d i n a c c ur at e f or e c a sti n g, or w er e n ot u p d at e d .

T h er e w a s n o b u d g et f or l a b or at U ni o n St ati o n .

 I n all c a s e s, r e p ort s w er e eit h er i n a d e q u at e, i n a c c ur at e, 

or o p er at or pr o c e d ur e s l e d u s t o q u e sti o n t h e v ali dit y of 

o p er at or r e p ort s .

 T h er e w a s n ot a c a pit al m ai nt e n a n c e pl a n f or a n y of t h e 

pr o p erti e s a n d b uil di n g c o n diti o n s li mit e d r e v e n u e at t h e I n n 

a n d U ni o n St ati o n .

 W e o b s er v e d o p p ort u niti e s t o i n cr e a s e r e v e n u e b y t a ki n g 

a d v a nt a g e of u n d er u s e d s p a c e s at all pr o p erti e s . At t h e 

I n n, t h e o p er at or’s c o m p e n s ati o n w a s a b o v e m ar k et r at e.

At St ati o n Pl a c e, t h e p ar ki n g c o ntr ol s yst e m t h at di stri b ut e s 

ti c k et s a n d lift s t h e g at e w a s n ot o p er ati n g at ti m e s.

B u d g eti n g

R e p orti n g

Pr ot e cti n g P h ysi c al As s et s

M a xi mi zi n g R e v e n u e

C o m pli a n c e pr o bl e m s o b s er v e d at all pr o p erti e s

B a k er y Bl o c k I n n St ati o n Pl a c e U ni o n St ati o n

G o o d

N e e d I m pr o v e m e nt

P o or

T h e s e pr o bl e m s d e v el o p e d b e c a u s e Pr o s p er P ortl a n d c o n d u ct e d 

li mit e d m o nit ori n g of t h e o p er at or s. M o nitori n g c o n si st e d of hi st ori -

c al c o m p ari s o n s of r e v e n u e a n d e x p e n s e s a n d w e e kl y dri v e- b y vi sit s .

St a ff di d n ot g o o n- sit e d uri n g w e e kl y vi sit s, w hi c h w er e li mit e d t o a 

p h ysi c al r e vi e w of t h e pr o p ert y e xt eri or u nl e s s f urt h er i n v e sti g ati o n 

w a s w arr a nt e d .

Li mit e d m o nit ori n g

C o m pli a n c e pr o bl e m s 
i n b u d g eti n g, 

r e p orti n g, pr ot e cti n g 
p h y si c al a s s et s, a n d 

m a xi mi zi n g r e v e n u e
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

T h e a gr e e m e nt t o o p er at e U ni o n St ati o n w a s o ut of d at e . T h e a gr e e -

m e nt di d n ot r e q uir e m o nt hl y r e p orti n g w hi c h Pr o s p er P ortl a n d 

w o ul d li k e . A d diti o n all y, Pr o s p er P ortl a n d di d n ot p a y t h e o p er at or 

a c c or di n g t o t h e c o m p e n s ati o n str u ct ur e o utli n e d i n t h e a gr e e m e nt, 

a c c or di n g t o w hi c h t h e o p er at or s h o ul d b e a b s or bi n g s o m e of t h e 

m a n a g e m e nt ri s k a n d s h o ul d b e c o m p e n s at e d wit h 8 0 p er c e nt of n et 

pr o fit.  I n st e a d, b ot h e ntiti e s tr e at e d t h e arr a n g e m e nt a s a ti m e a n d 

m at eri al s a gr e e m e nt wit h t h e o p er at or c h ar gi n g Pr o s p er P ortl a n d f or 

m at eri al s a n d l a b or a n d Pr o s p er P ortl a n d r e c ei vi n g all n et pr o fit ( aft er 

c h ar g e s). 

Pr o s p er P ortl a n d p ai d t h e o p er at or of t h e I n n at t h e C o n v e nti o n 

C e nt er a b o v e m ar k et c o m p e n s ati o n b e c a u s e t h e a g e n c y di d n ot u s e 

a c o m p etiti v e pr o c e s s t o s el e ct t h e o p er at or 1 5 y e ar s a g o . Pr o s p er 

P ortl a n d p ai d m or e t h a n $ 6 0 0, 0 0 0 t o t h e o p er at or i n 2 0 1 6 c o m p ar e d 

t o a n i n d u str y st a n d ar d r at e of $ 1 2 5, 0 0 0. St a ff s ai d t h e a g e n c y di d 

n ot u s e a c o m p etiti v e pr o c e s s b e c a u s e t h e i nt e nt w a s t o h ol d t h e 

pr o p ert y a s it a s s e m bl e d l a n d f or w h at w a s t o b e c o m e t h e Or e g o n 

C o n v e nti o n C e nt er h ot el . T h e h ot el o p er at or s ai d t h at i niti all y, Pr o s p er 

P ortl a n d h a d a s k e d t h e m t o “ b a b y sit” t h e h ot el f or a f e w m o nt h s . 

D e s pit e t h e t e m p or ar y n at ur e of t h e a gr e e m e nt, Pr o s p er P ortl a n d 

r e n e w e d t h e l e a s e 1 3 ti m e s wit h o ut si g ni fi c a nt c h a n g e s.

T h e o p er at or at St ati o n Pl a c e G ar a g e d e s cri b e d t h e p ar ki n g c o ntr ol 

s yst e m o w n e d b y Pr o s p er P ortl a n d a s “ n o n- s er vi c e a bl e” a n d “ a nti -

q u at e d. ” W h e n t h e s yst e m w a s o ut of s er vi c e, a n d t h er e w er e g a p s 

i n r e v e n u e r e p ort s, n eit h er t h e o p er at or, n or Pr o s p er P ortl a n d st a ff 

q u a nti fi e d mi s si n g r e v e n u e . W e o b s er v e d ot h er s e c urit y g a p s t h at 

c o ul d all o w p ar k er s t o u s e t h e g ar a g e wit h o ut p a yi n g . T h e s e g a p s 

pr e s e nt a ri s k f or fr a u d a n d w e r e p ort e d t h e s e d et ail s t o m a n a g e m e nt 

f or c orr e cti o n. 

Pr o s p er P ortl a n d m et it s g o al s f or t h e s e pr o p erti e s, b ut t h e y di d n ot 

i n cl u d e a m biti o u s r e v e n u e t ar g et s. If it wi s h e s t o r el y o n i n c o m e fr o m 

t h e s e pr o p erti e s t o f u n d a g e n c y o p er ati o n s, Pr o s p er P ortl a n d will 

n e e d t o i n cr e a s e m o nit ori n g t o e n s ur e t h at o p er at or s c o m pl y wit h 

c o ntr a ct pr o vi si o n s .

N o q u a nti fi c ati o n of 
r e v e n u e l o st w h e n 

St ati o n Pl a c e p ar ki n g 
c o ntr ol s y st e m o ut of 

s er vi c e

U ni o n St ati o n 
a gr e e m e nt o ut of d at e

I n n o p er at or 
c o m p e n s ati o n a b o v e 

m ar k et
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

T o m a xi mi z e r e v e n u e fr o m t hir d- p art y o p er at or s, Pr o s p er P ortl a n d 

s h o ul d:

1. P erf or m a n d d o c u m e nt ri s k a s s e s s m e nt s f or e a c h i n c o m e 

g e n er ati n g pr o p ert y . As s e s s m e nt s s h o ul d b e ali g n e d wit h 

g o al s f or t h e pr o p ert y a n d wit h str at e gi c g o al s .

2. D e v el o p c o ntr a ct pr o vi si o n s r el at e d t o b u d g eti n g, r e p orti n g, 

a n d pr ot e cti n g p h ysi c al a s s et s t h at r e fl e ct t h e l e v el of ri s k . 

3. Cr e at e a m o nit ori n g pr o gr a m f or e a c h i n c o m e g e n er ati n g 

pr o p ert y t ail or e d t o c o ntr a ct pr o vi si o n s .

T o i n cr e a s e r e v e n u e at s p e ci fi c pr o p erti e s, Pr o s p er P ortl a n d s h o ul d:

4. C o m p etiti v el y s oli cit a n o p er at or f or t h e I n n at t h e 

C o n v e nti o n C e nt er if Pr o s p er P ortl a n d d e ci d e s t o c o nti n u e 

o w n er s hi p.

5. R e n e g oti at e t h e o p er ati n g a gr e e m e nt f or U ni o n St ati o n 

t o i n cl u d e r e p orti n g r e q uir e m e nt s a n d a c o m p e n s ati o n 

str u ct ur e.

6. U p gr a d e t h e p ar ki n g c o ntr ol s yst e m at St ati o n Pl a c e G ar a g e . 

R e c o m m e n d ati o n s
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Pr os p er P ortl a n d - I n c o m e fr o m pr o p erti es

O ur a u dit o bj e cti v e s w er e t o d et er mi n e if Pr o s p er P ortl a n d’s m a n a g e -

m e nt of r e al e st at e w a s ali g n e d wit h str at e gi c g o al s a n d w h et h er it 

r e c ei v e d e x p e ct e d i n c o m e fr o m pr o p erti e s. W e f o c u s e d o ur a u dit 

s c o p e o n Pr o s p er P ortl a n d’s r e al e st at e h ol di n g s i n 2 0 1 6 a n d it s 

o v er si g ht of f o ur pr o p erti e s o p er at e d b y t hir d- p arti e s . W e e x cl u d e d 

pr o p erti e s d e di c at e d t o h o u si n g, all of w hi c h Pr o s p er P ortl a n d tr a n s -

f err e d t o t h e P ortl a n d H o u si n g B ur e a u i n 2 0 1 7. 

T o a c c o m pli s h o ur a u dit o bj e cti v e s, w e:

  R e vi e w e d Pr o s p er P ortl a n d p oli ci e s a n d pr o c e d ur e s, i n cl u di n g 

t h e str at e gi c pl a n, t h e dr aft l o n g-t er m b u si n e s s pl a n, t h e 

e q uit y a cti o n pl a n, t h e r e al pr o p ert y m a n a g e m e nt p oli c y, a n d 

e q uit y pr o c e d ur e s

  R eli e d o n Pr o s p er P ortl a n d st a ff c al c ul ati o n s f or r e al e st at e 

r e v e n u e

  I nt er vi e w e d Pr o s p er P ortl a n d m a n a g e m e nt a n d st a ff

  R e vi e w e d Pr o s p er P ortl a n d’s r e al e st at e d at a b a s e a n d r e p ort s 

g e n er at e d b y t h e R e al E st at e T e a m

  O b s er v e d st a ff c o n d u ct r e vi e ws of t h e e xt eri or s of pr o p erti e s

  S el e ct e d f o ur pr o p erti e s t o r e vi e w i n d et ail . F or t h e s a m pl e 

pr o p erti e s, w e

  –  R e vi e w e d o p er at or a gr e e m e nt s

  –  I nt er vi e w e d o p er at or s

  –  T o ur e d b uil di n g s 

  –  R e vi e w e d m o nt hl y o p er at or r e p ort s

  –  O b s er v e d pr o c e d ur e s f or pr e p ari n g r e p ort s a n d r e vi e w e d  
    d o c u m e nt ati o n f or t w o s a m pl e r e p ort s fr o m e a c h    
   o p er at or

  –  R eli e d o n t hir d- p art y a u dit or v eri fi c ati o n of U ni o n    
    St ati o n’s i nt er n al c o ntr ol s f or r e p orti n g

W e c o n d u ct e d t hi s p erf or m a n c e a u dit i n a c c or d a n c e wit h g e n er all y 

a c c e pt e d g o v er n m e nt a u diti n g st a n d ar d s . T h o s e st a n d ar d s r e q uir e 

t h at w e pl a n a n d p erf or m t h e a u dit t o o bt ai n s u ffi ci e nt, a p pr o pri at e 

e vi d e n c e t o pr o vi d e a r e a s o n a bl e b a si s f or o ur fi n di n g s a n d c o n cl u -

si o n s b a s e d o n o ur a u dit o bj e cti v e s . W e b eli e v e t h at t h e e vi d e n c e 

o bt ai n e d pr o vi d e s a r e a s o n a bl e b a si s f or o ur fi n di n g s a n d c o n cl u si o n s 

b a s e d o n o ur a u dit o bj e cti v e s . 

O bj e cti v e s, S c o p e, 
a n d M et h o d ol o g y
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November 17, 2017 

Mary Hull Caballero, City Auditor 
Office of the City Auditor 
1221 SW 4th Avenue, #140 
Portland, OR 97204 

Dear Auditor Hull Caballero, 

PROSPER 
PORTLAND 
Building an Equitable Economy 

Thank you for the opportunity to review and comment on the audit entitled Prosper Portland: Disciplined 
Property Management Needed to Achieve Future Revenue Goals, Equitable Outcomes, which Prosper 
Portland requested in order to strengthen the agency's asset management practices and the agency 
transitions. 

Prosper Portland takes its stewardship of public resources seriously and the audit helps identify areas of 
improvement that would benefit the agency's operations and delivery of services to the public. We 
appreciate the time and effort invested by your staff, and the thoroughness of the review conducted. In 
addition, we appreciate the consideration of additional information throughout the audit process and the 
openness of our dialogue. 

Prosper Portland's 2015-2020 Strategic Plan demanded a significant shift in the way the agency approaches 
its work and achieves its goals. This strategic plan, and the associated draft long-term financial sustainability 
plan the Prosper Portland Board will consider for approval in early 2018, point toward a fundamental 
transition in the way that the agency manages its assets and investments over the next decade. Specifically, 
financial sustainability necessitates moving away from a historical property management (property-level) 
approach toward an asset management (portfolio-based) approach. 

We generally agree with the audit's conclusions and recommendations. The remainder of this letter details 
several of the actions already under way to address the recommendations and explains how the transition 
toward portfolio-based asset management will institutionalize the actions recommended in the audit. 

To ensure that real estate management activity is aligned with Prosper Portland's strategic objectives, 
Prosper Portland should: 

1. Develop strategic purposes for each property and income goals as outlined in the draft business plan. 

Since the appointment of a new executive director in August 2016, Prosper Portland has restructured its real 
estate department and hired three key staff members with the skills and experience required to manage the 
real estate portfolio to achieve its strategic objectives. In support of the transition toward a portfolio-based 
approach, Prosper Portland has taken numerous steps to create the infrastructure necessary to manage 
assets in a manner that is consistent with its strategic, financial and equity goals. 
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In the last twelve months, the real estate team took on the following steps to evaluate and implement 
effective asset management infrastructure: 

1. In early 2017, staff evaluated the software used to perform property management activities and 
determined the need for new software. They engaged in market research throughout the spring, 
solicited a new software vendor through a competitive Request for Proposal (RFP) process in June, 
and signed a contract with Yardi Systems at the end of October. Full implementation of Yardi Voyager 
7S with the Advanced Budgeting and Forecasting module (Yardi) is projected by the end of the fiscal 
year. The new software will allow staff to perform higher-level analyses, automate functions to 
reduce user error, increase efficiency, and generate customized reports for leadership, all of which 
will result in better decision making and fiscal stewardship. 

2. Staff undertook a wholesale review of the agency's real estate policies and procedures, including 
real property management, acquisition, disposition, and valuation, to ensure that they reflect not 
only the strategic, equity and financial sustainability plans but also that they represent acceptable 
market and community standards. Staff will present revised policies and procedures to the Board of 
Commissioners for approval in 2018. Once approved, revised policies will be the basis on which 
existing and future assets will be formally evaluated. 

3. Staff established a portfolio target return working with the Financial Sustainability Committee 
(FSC) in Fiscal Year 2016/2017. This return has been refined over the past year based on feedback 
from individual FSC members and, more recently, the new Development and Investment Department 
director and managers. With the implementation of Yardi, the portfolio return will be tracked and 
reported to Prosper Portland leadership and the Board on a regular basis. 

4. Staff has also identified process improvement opportunities with respect to budgeting and 
forecasting and has been working with the accounting department to redesign the process for real 
estate budget tracking and property management. The result will be practices which align with 
market standards, more detailed accounting and clearly defined metrics against which staff can 
assess performance. 

By the end of Fiscal Year 2017 /18, the above evaluation and procedure improvements will be implemented 
through individual property plans. Each property plan will act as a roadmap for that property and will outline 
basic data (asset class, year acquired, square footage, etc.), set its strategic purpose (as dictated by URA 
action plan, strategic plan, etc.), and document financial return expectations, capital budgeting priorities and 
leasing strategy. 

2. Document equity assessments for each property in the portfolio. 

The individual property plans referenced above will include specific language pertaining to the steps by which 
the equity plan will be achieved across each property in the portfolio. Specific emphasis will be on 
opportunities for expanding vendor contracting opportunities to MWESB-certified businesses and leasing 
opportunities for businesses owned by people of color and those middle-wage employment opportunities. 

3. Amend the financial investment policy to require the committee to regularly review all real estate 
holdings for potential financial return, even those without pending decisions. 

Once Yardi is fully implemented, Prosper Portland staff will provide regular reports to the Leadership Team as 
well as annual reports to the Board concurrent with the budget approval process. 
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To maximize revenue from third-party operators, Prosper Portland should: 

1. Perform and document risk assessments for each income-generating property. Assessments should be 
aligned with goals for the property and with strategic goals. 

We agree that a documented risk assessment should be performed for each income-generating property. 
Risk assessment will be included in the updated real estate policies and procedures and will consider an array 
of risks to include property management, physical asset condition for safety and tenanting as well as market 
risks dependent on the strategic goals outlined in the individual property plans associated with each property 
as discussed above. 

2. Develop contract provisions related to budgeting, reporting and protecting physical assets that reflect 
the level of risk. 

Staff has begun to create property-level capital budgets for Prosper Portland's real assets. This process may 
include, if necessary, engaging a third-party consultant via competitive RFP. Once the capital budgets are in 
place, they will be included in each contract signed with third-party property managers and monitored 
accordingly. Staff is also in the process of reviewing existing agreements to make sure they contain sufficient 
provisions for budgeting, reporting and protecting physical assets, and will ensure that all future agreements 
signed with third parties contain appropriate provisions that reflect the level of associated risk. 

3. Create a monitoring program for each income generating property tailored to contract provisions. 

With the implementation of Yardi, Prosper Portland will be able to more closely track each property's 
performance and budgeting needs. This increased efficiency and granularity of data will allow staff to more 
closely and routinely monitor the assets' physical and financial condition and to more consistently interface 
with third-party management to ensure compliance with contract requirements as well as strategic and 
financial goals. 

To increase revenue at specific properties, Prosper Portland should: 

4. Competitively solicit an operator for the Inn at the Convention Center {ICC} if Prosper Portland decides 
to continue ownership. 

In March 2017, the asset management team evaluated the ICC operator agreement and, as a result, issued a 
RFP in July to engage the services of a hotel asset management firm to provide the technical skill and industry 
depth necessary to evaluate the hotel in support of the 2020 Strategic Plan, Financial Sustainability Plan and 
Oregon Convention Center community framework plan. Pinnacle Advisory Group, a nationally recognized 
firm with deep experience in hotel management, was awarded the contract and began its engagement in 
November. 

This firm will evaluate the existing operating agreement and present Prosper Portland with a white paper 
outlining multiple options for hotel operations moving forward. The result of this work will enable Prosper 
Portland to issue a competitive RFP for hotel operations in 2018. 

5. Renegotiate the operating agreement for Union Station to include reporting requirements and a 
compensation structure. 

A comprehensive review of the operations of Union Station is currently under way by Prosper Portland staff 
to determine a framework for updating the operations of the train station to a contemporary standard. The 
current agreement with OMF will be terminated, and a new operating agreement will be put into place. 
Given the many parties involved in the operations of the Station (OMF, Tri Met, Amtrak, Police Bureau, 
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Transit Police etc.) Asset Management staff intend to develop a property stewardship plan that focuses on 
assessments and upgrades of life safety systems, security, a prioritized schedule of repairs and costs 
associated with changes anticipated by this review. This review shall be completed by May of 2018, after 
which Prosper Portland will develop a new operating agreement for Union Station to explicitly state property 
management reporting requirements and structure the compensation structure to align with industry 
standards and responsible financial stewardship. 

6. Upgrade the parking control system at Station Place Garage. 

Upgrading the parking control system at Station Place Garage is a high priority. Prosper Portland staff are 
finalizing a RFP to competitively bid for parking management services which consolidates management of all 
of the agency-owned parking garages, in order to control costs and increase efficiencies. Staff plans to issue 
the RFP by the end of the calendar year. 

Ultimately, Prosper Portland requested this audit to both manage its transition and guide and inform the 
steps necessary to ensure that as a key agency it continues to achieve the City's goals around economic 
development and equity. On behalf of the Prosper Portland Audit committee, please extend our thanks and 
appreciation to the Audit Services staff for their effort on this audit. 

Sincerely, 

dL __ _ 
Mayor Ted Wheeler 
City of Portland 

CC: Prosper Portland Audit Committee 

Executive Director 
Prosper Portland 
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T hi s r e p ort i s i nt e n d e d t o pr o m ot e t h e b e st p o s si bl e m a n a g e m e nt of p u bli c r e s o ur c e s.   
T hi s a n d ot h er a u dit r e p ort s pr o d u c e d b y t h e A u dit S er vi c e s Di vi si o n ar e a v ail a bl e f or 
vi e wi n g o n t h e w e b at:  w w w. p ortl a n d or e g o n. g o v/ a u dit s er vi c e s.  Pri nt e d c o pi e s c a n b e 
o bt ai n e d b y c o nt a cti n g t h e A u dit S er vi c e s Di vi si o n.

A u dit S er vi c e s Di vi si o n  
O ffi c e of t h e Cit y A u dit or
1 2 2 1 S W 4t h A v e n u e, R o o m 3 1 0
P ortl a n d, Or e g o n  9 7 2 0 4
5 0 3- 8 2 3- 4 0 0 5
w w w. p ortl a n d or e g o n. g o v/ a u dit s er vi c e s

Pr os p er P ortl a n d: Dis ci pli n e d pr o p ert y m a n a g e m e nt 
n e e d e d t o a c hi e v e f ut ur e r e v e n u e g o als, e q uit a bl e 
o ut c o m es
 
R e p ort # 4 9 8, N o v e m b er 2 8, 2 0 1 7

A u dit T e a m:    Eli z a b et h P a p e, T e n zi n G o nt a, 
 Mi n h D a n V u o n g

M ar y H ull C a b all er o, Cit y A u dit or
K ari G u y, I nt eri m Dir e ct or of A u dit S er vi c e s

Ot h er r e c e nt a u dit r e p ort s:

Utilit y P a y m e nt Assist a n c e: Pr o gr a m i m pr o v e m e nts 
w o ul d e n a bl e Cit y t o assist m or e c ust o m ers ( # 4 7 8, 
O ct o b er 2 0 1 7)

Tr e e C o d e: I m pl e m e nt ati o n p h as e s h o ws pr o gr ess a n d 
pitf alls ( # 4 9 5, S e pt e m b er 2 0 1 7)

Ris k M a n a g e m e nt: Cit y l oss pr e v e nti o n n e e ds a 
pr o a cti v e a p pr o a c h ( # 4 9 3, J u n e 2 0 1 7)




