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April 17, 2014

TO:   Mayor Charlie Hales
   Commissioner Nick Fish
   Commissioner Amanda Fritz
   Commissioner Steve Novick
   Commissioner Dan Saltzman
   Leah Treat, Director, Portland Bureau of Transportation

SUBJECT:   Audit Report – Portland Streetcar: City bears fi nancial burden and operational risk 
   while relying on outside partners, (Report #451A)

The attached report is the fi rst of two audits of the Portland Streetcar.  While this is my offi  ce’s fi rst 
review of the Portland Streetcar, we believe these audits are timely given the organizational changes 
that have and will continue to occur as the City completes construction of the Central Loop line in 2015.  

The City’s partnership arrangement for Portland Streetcar is complex.  The ownership and operations 
responsibilities are characterized in various ways, even within the City’s own records.  Therefore, 
the objective of this fi rst review was to describe the partnership structure and strategic direction of 
Portland Streetcar, with a focus on operations and maintenance.  Our second audit of the Portland 
Streetcar will assess management systems and outcomes.

This report describes the partnership structure – specifi cally, the fi nancial, organizational and 
contractual arrangements – and the existing strategic planning framework in which Portland 
Streetcar operates.  We found the City needs to apply more management control to meet its legal 
and contractual requirements, protect the public interest in the partnership arrangement, and 
explicitly link the City’s enterprise-wide goals to more detailed Portland Streetcar plans.  We make four 
recommendations to the Portland Bureau of Transportation (PBOT) to address the most signifi cant areas 
which warrant the City’s attention.  

After years of system growth, the City needs to focus on aligning its mission, strategic direction and 
partnership structure to ensure the success of Portland Streetcar operations.  With that in mind, we also 
recommend City Council defer future Portland Streetcar system expansion decisions until PBOT has 
implemented our recommendations.

We ask PBOT to provide us with a status report in one year, through the Commissioner-in-charge, 
detailing steps taken to address our recommendations in this report.  We very much appreciate the 
cooperation and assistance we received from PBOT staff  as we conducted this audit. 

LaVonne Griffi  n-Valade      Audit Team: Drummond Kahn
City Auditor         Tenzin Choephel
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Summary

This is the City Auditor’s fi rst review of the Portland Streetcar.  As 
such, we conducted this audit to describe the partnership structure 
and strategic direction of the Portland Streetcar. Our audit scope 
focused on the Portland Streetcar’s operations and maintenance.  We 
also included information on past and current capital projects when 
this context was signifi cant to the partnership arrangement.  This 
report is the fi rst in a two-part series on the Portland Streetcar; the 
second audit will focus on performance management systems.

The City initiated the Portland Streetcar as a public-private part-
nership with Portland Streetcar Incorporated, a private nonprofi t 
organization, and later added TriMet, the public transportation 
agency for the Portland metro region.  While public-private partner-
ships generally allow for more private sector participation and/or 
ownership, we found the City applied an approach that includes the 
use of PBOT management and staff , with no real transfer of respon-
sibility or risk to its partners.  Ultimately, Portland Streetcar is owned 
and operated by the City through the Portland Bureau of Transporta-
tion (PBOT).

The investments in Portland Streetcar’s system expansion and on-
going operations have increased over time.  The City has leveraged 
fi nancial resources from numerous sources, with TriMet jointly pay-
ing for annual operations.  However, we found the City has retained 
enough overall fi nancial responsibility to result in PBOT spending an 
increased proportion of its discretionary transportation dollars for 
Portland Streetcar.  Moreover, the City does not fully report Portland 
Streetcar operations and maintenance costs, and it has authorized PSI 
to possess public dollars that are not managed in compliance with 
Oregon law.



2

Portland Streetcar

We found that the Portland Streetcar structure is convoluted and 
confusing.  Such partnerships should be tailored with the overall aim 
of matching risk with the partner best able to control that risk.  Given 
the City’s clear ownership and operations responsibility, we ques-
tion how and why the private sector is involved at each level of the 
organization.  

The City’s decisions have resulted in a structure that is not read-
ily transparent to the public, does not refl ect an actual level of City 
control to match its contractual responsibilities, and raises concerns 
about related-party relationships and perceived confl icts of interest.  

Successful partnerships require clear plans, goals, and contractual 
agreements aligned with the public agency’s overall program.  Such 
guidance can also help inform the partnership structure to ensure ef-
fective service delivery.  We found numerous City, PBOT and Portland 
Streetcar-specifi c documents with wide-ranging goals, but no mission 
statement or strategic plan for Portland Streetcar, that have been cre-
ated since the Portland Streetcar project began in 1995.  

In addition, we found problems in the City’s contract with Portland 
Streetcar Incorporated, particularly with the ways the public’s interest 
could be better protected through the use of competitive procure-
ment practices, fi nancial assessments showing the overall cost-benefi t 
of outsourcing, and mechanisms for holding the contractor account-
able for its performance.  

Finally, the City lacks a consolidated approach in its mission, strategic 
direction and partnership structure to ensure the success of Portland 
Streetcar operations.  After years of expansion, we recommend the 
City now focus on Portland Streetcar operations and maintenance, 
and strengthening the management of its partnerships.  

We make several recommendations to the Commissioner-in-charge 
and the Portland Bureau of Transportation.  For example, we recom-
mend adoption of a mission and strategic plan, development of new 
contract agreements, and improved transparency in fi nancial report-
ing.  We also recommend City Council defer decisions about Portland 
Streetcar system expansion until PBOT has implemented these rec-
ommendations.
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The City manages 

a public-private 

partnership for the 

Portland Streetcar

Chapter 1 City owns, operates and 

retains the risks associated 

with the Portland Streetcar

The idea of reintroducing modern streetcar service emerged as part 
of the 1988 Central City Plan.  As the Portland Bureau of Transporta-
tion’s fi rst venture into transit services, the City did not have in-house 
transit expertise.  This prompted the City to issue a request for 
proposal in 1995 to investigate the feasibility of a public-private part-
nership and the development of future partnership contracts.

Over the years, the City has worked with two partners for operations 
and maintenance services: Portland Streetcar Incorporated, a private 
nonprofi t corporation, and TriMet, the public transportation agency 
for the Portland metropolitan region.  The Portland Streetcar currently 
serves the Central City, Central Eastside, and other close-in Portland 
neighborhoods.

The only response to the 1995 solicitation came from the founders of 
Portland Streetcar Incorporated (PSI).  The PSI founders were private 
and public representatives from organizations directly aff ected by the 
original streetcar project; later they became members of the volun-
teer Board of Directors.  

Over the last two decades, the City has entered into numerous con-
tracts to reimburse PSI for its services.  Current agreements include 
capital project management and vehicle acquisition project man-
agement related to completing the Central Loop line, as well as an 
Operations Assistance service agreement.  

Key Partner: 

Portland Streetcar 

Incorporated
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The City received a commitment from TriMet in 1998 to provide 
annual fi nancial assistance for operations.  Prior to the Portland 
Streetcar opening in 2001, the City requested TriMet provide special-
ized transit personnel to work under City management.  At that time, 
the City also contracted with TriMet for other services, such as collect-
ing ridership data and providing bus bridges.  

The City reimburses TriMet for the cost of these services.  Current 
agreements include an overarching Master Agreement as well as a 
more detailed operations and maintenance agreement.  

The City owns and operates the Portland Streetcar through the Port-
land Bureau of Transportation (PBOT).  The City also retains the risk 
related to operations and maintenance, with the City’s Risk Manage-
ment Offi  ce processing Portland Streetcar property damage and 
personal injury claims.  City Risk Management reports that since the 
Portland Streetcar’s opening, it has processed 65 claims for losses 
resulting in the City paying out about $150,000.  Risk Management 
has also collected about $225,000 from individuals who have been 
responsible for causing damage to the Portland Streetcar. City Risk 
Management told us that, relative to all risks the City faces, Portland 
Streetcar results in a small number of low-cost claims.  

Public-private partnerships allow for more private sector participa-
tion and/or ownership than the typical procurement approach. Based 
on our review of available City records and discussions with PBOT, it 
is unclear whether the City intended to transfer Portland Streetcar 
operations responsibility and risk to its partners.  

The City’s initial interest in partnerships with more private sector 
responsibility is refl ected in its 1995 solicitation as well as the 1998 
Operations and Finance Plan. In 2000, the City contracted with PSI to 
provide Operations Start Up services prior to the Portland Streetcar 
opening. Within the year, however, the Operations Plan explic-
itly identifi es the City as the entity responsible for operations and 
maintenance, and PSI is designated as an assistance provider in the 

Key Partner: 

TriMet 

The City owns and 

operates Portland 

Streetcar through 

Portland Bureau of 

Transportation



5

Operations Assistance service contract. Ultimately, the City partner-
ship approach includes the use of PBOT management and staff , with 
no real transfer of responsibility or risk to its partners.   

The City’s overarching responsibilities, as defi ned in its current 
partner agreement with PSI states the City is “fully responsible for op-
erations and maintenance, including the safety thereof” and that “PSI 
shall have no responsibility for operation and maintenance safety.” 
In addition, the agreement with TriMet indicates the City “owns the 
streetcar system and all its capital elements.”  We describe the part-
nerships fi nancial and organizational structure in the next chapters.
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Chapter 2 City leverages outside 

resources, but holds many 

fi nancial management 

responsibilities

The City has planned for the Portland Streetcar system’s continued 
expansion, with four extensions already completed.  Various funding 
sources paid for the system’s $251 million capital costs, as shown in 
Figure 1.  Local funds – which include City resources – made up the 
larger share.  

The City utilized Local Improvement Districts as a tool to pay for each 
segment, where adjacent property owners share in the project costs.  
PSI assisted the City with outreach to property owners.  Similarly, 
TriMet and the Metro regional government assisted the City in the 
preparation of and requests to the federal government for capital 
fi nancing.  These federal sources paid for half of the recent Central 
Eastside extension, the system’s largest and most expensive segment.  

The City is responsible for capital investments, including improve-
ments for vehicles, software systems and fare machines.  The City is 
working on connecting the Portland Streetcar to TriMet’s Portland to 
Milwaukie Light Rail Bridge to complete the Central Loop line and, as 
part of that work, needs additional equipment to support the 2015 
opening.  

The current Capital Improvements Strategy includes initial one-time 
sources and requires the City to take out a ten-year loan to fi nance 
equipment.  But over time, the strategy relies on annual contribu-
tions from the City’s discretionary transportation revenue (i.e.  funds 
collected from parking fees and fi nes), starting with $733,000 in 2016 
and growing to $1.5 million in 2020.  

Portland Streetcar 

system expansions 

fi nanced with various 

capital sources

City retains capital 

improvement 

responsibilities
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Figure 1 Portland Streetcar capital funding resources (millions)

    

Sources

Tax Increment Financing

Local Improvement Districts

City Parking Bonds

City System Development 
Charges

City Land Sale

City Transportation Fund 

City Parking Fund

City General Fund

Subtotal

Federal Transportation Funds

US HUD Grant

Stimulus Funds

Subtotal

State Fund for Vehicles

Regional Transportation Funds

Connect Oregon

Subtotal

Miscellaneous

Extension Savings

Tram Transfer

Subtotal

Total Capital Resources

 Legacy 

to PSU 

(2001) 

 $7.50 

 $9.60 

 $28.60 

 
 

 $1.70 

 $2.00 

 $1.80 

 $51.20 

 $5.00 

 $0.50 

 $5.50 

 $0   

 $0.20 

 $0.20 

 $56.90 

PSU to 

RiverPlace 

(2005)

 $8.40 

 $3.00 

  
 

 $3.10 

 $0.60 

 $15.10 

 $0.80 

 $0.80 

 $0   

 $0.10 

 $0.10 

 $16.00

Source:   Portland Streetcar website (unaudited).  Financial activity not adjusted for infl ation.

Streetcar Segments

RiverPlace 

to Gibbs 

(2006) 

   $3.80 

 $2.00 

  
 

 $5.80 

 $0   

 $10.00 

 $10.00 

 $0   

 $15.80 

Gibbs to 

Lowell 

(2007) 

 $1.80 

 $4.80 

   
$2.50 

 $9.10 

 $0.70 

 $0.70 

 $2.10 

 $2.10 

 $1.80 

 $0.70 

 $0.20 

 $2.70 

 $14.50

  
% of 

Total

20%

14%

11%

 
3%

1%

1%

1%

1%

52%

32%

1%

0%

33%

8%

5%

1%

14%

1%

0%

0%

1%

100%

 

 Total 

sources

 $49.20 

 $34.90 

 $28.60 

   
$8.60 

 $3.10 

 $2.30 

 $2.00 

 $1.80 

 $130.50 

 $80.00 

 $2.00 

 $0.40 

 $82.40 

 $20.00 

 $13.60 

 $2.10 

 $35.70 

 $2.10 

 $0.70 

 $0.20 

 $3.00 

 $251.40 

L

O

C

A

L

F

E

D

S

T

A

T

E

O

T

H

E

R

System

Eastside 

extension 

(2012)

 $27.70 

 $15.50 

   
$6.10 

 $49.30 

 $75.00 

 $0.40 

 $75.40 

 $20.00 

 $3.60 

 $23.60 

 $0   

 $148.30 

Note:   Totals may not equal sum of components due to rounding.
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In addition to the City’s responsibility for capital investments, the City 
also has an ongoing obligation for operations (which includes gen-
eral system maintenance).  PSI’s 1995 proposal noted that, as a purely 
private initiative, the Portland Streetcar is not a profi table venture.  
Historically, other sources – such as fare revenue and sponsorships – 
supplemented the public sector investment in operations.  These other 
sources are estimated to support 8 percent and 2 percent, respectively, 
of the total Portland Streetcar operations for fi scal year 2014.  

City and TriMet 

jointly responsible 

for Portland Streetcar 

operations costs

Sources:   Portland Bureau of Transportation (unaudited).  Financial activity not adjusted for   
 infl ation.  System expansions identifi ed in the year service began.  Except for the most   
 recent four years, the City’s fi nancials provide insuffi  cient historical detail to categorize   
 the required annual reconciliations to Portland Streetcar Inc.’s Enterprise Fund which   
 accounts for fare and sponsorship revenue as well as operations assistance costs. 

Figure 2 Historical sources for Portland streetcar operations and 

maintenance (expenditures as reported in City fund, millions)

$0

$2

$4

$6

$8

2000 2002 2004 2006 2008 2010 2012

City 
Transportation
Discretionary

Miscellaneous

TriMet

PSI
reconciliation

Energy tax
credit salesRiverPlace

Opening

Gibbs

Lowell &
Bond

Eastside

As shown in Figure 2, the City and TriMet jointly paid for Portland 
Streetcar operations as costs increased over time with each system 
expansion.  TriMet considers Portland Streetcar to be part of its 
“frequent service” network and initially agreed to contribute up to 
two-thirds of total operations.  However, due to TriMet’s own fi nancial 
challenges, its contributions have varied over the years, ranging from 
39 percent during the economic downturn to 65 percent of the City 
fund’s reported expenditures.  According to PBOT, the sale of business 
energy tax credits has been used to partially backfi ll the past loss of 
TriMet revenues, as shown in Figure 2.  But, with the exception of 
fi scal year 2013, the City increased its contributions rather than adopt 
any budgetary cuts that would impact service levels.  
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The 2012 Master Agreement with TriMet provides a framework to 
incrementally increase TriMet’s contributions up to 85 percent of 
operations (after accounting for Portland Streetcar fare and spon-
sorship collections) once the system’s lines mature.  The City and 
TriMet agreed to performance targets (e.g.  ridership, development) 
to defi ne what percent of operating costs will be paid by each part-
ner.  For fi scal year 2014, TriMet contributed about 62 percent for 
the North-South line and 50 percent for the Central Loop line.  Since 
these future commitments are contingent on the fi nancial situation of 
each partner, both the City and TriMet are responsible for coordinat-
ing how to meet or trim costs needed to operate Portland Streetcar.  

The City’s discretionary transportation resources include those with 
and without restrictions.  Gas tax revenue is restricted by the Or-
egon Constitution for road maintenance and improvements, and can 
not be used for transit.  In contrast, parking fees and fi nes have no 
restrictions and, as a result, the City has used this revenue stream to 
support Portland Streetcar.  While streetcar advocates have proposed 
that certain parking meter revenue be dedicated to Portland Street-
car, City Council has not approved such designation.  

The City’s 1998 analysis on the Portland Streetcar project raised the 
concern that the transportation resources would be burdened if any 
fi nancial problems emerge in the project’s implementation.  In a 2013 
audit on transportation funding, we reported that the City has used 
an increasing proportion of its discretionary transportation revenue 
for Portland Streetcar.  PBOT showed us communications to its former 
Commissioner, which included various options for how the City could 
fi nance operations costs related to the Central Eastside extension.  
Ultimately, the City planned to pay for these costs by raising addi-
tional parking revenue.  However, as we reported in 2013, the City did 
not raise this revenue and PBOT told us that the economic recession 
impacted its plans.  Since our 2013 audit, PBOT has created parking 
districts near the Central Eastside extension, but told us those dis-
tricts have yet to generate positive revenue for the City.   

PBOT’s fi nancial forecast for fi scal years 2014 through 2019 shows 
suffi  cient resources for Portland Streetcar. However, across the trans-

The proportion 

of discretionary 

transportation revenue 

used for Portland 

Streetcar has increased

As lines mature, TriMet 

plans to increase 

fi nancial contributions 

for operations
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portation services paid by the discretionary transportation revenue 
stream, PBOT’s requirements exceed its revenues for some years over 
the period. As a result, PBOT’s forecast shows that it plans to draw 
upon its fund balance to pay for these requirements. According to 
PBOT, Portland Streetcar’s impact on other transportation services will 
be mitigated once the original fi nancing plans for the Central Eastside 
operations are realized. 

We remain concerned about how projects like Portland Streetcar dis-
place other transportation services. Given the capital equipment and 
operations obligations we describe throughout this chapter, PBOT 
forecasts that the City will continue to rely on discretionary transpor-
tation resources to pay for Portland Streetcar.

The Portland Streetcar’s total operations budget combines activ-
ity paid for by the City’s Transportation Operating Fund, including 
TriMet’s portion, along with PSI’s Enterprise Fund.  For this fi scal 
year, the City’s budget of about $9 million and PSI’s budget of about 
$750,000 combines to refl ect the $9.75 million total operations for 
the Portland Streetcar.  

While PBOT develops a total annual operations budget and tracks 
expenditures against partner-specifi c budgets, we found PBOT did 
not have suffi  cient information to report trends and the relation-
ship between the two funds over time.  PBOT recognizes the need 
to strengthen its reporting and, starting this year, began making 
changes to improve future reporting.  Given this information, we have 
included available historical information, as shown in Figure 2, which 
only includes the City fund’s reported activity for Portland Streetcar.  

Over the last year, a disagreement emerged between the City and 
PSI on whether PSI is in possession of public dollars.  Unlike private 
resources, public monies must be managed in compliance with 
specifi c legal requirements stipulated in Oregon law.  Based on the 
partner agreement, PSI acts as the City’s agent and manages two 
fund accounts – the Enterprise and Maintenance Reserve – that come 
from fare, sponsorship and parking revenue.  Moreover, any spending 

Portland Streetcar’s 

total operations and 

maintenance costs not 

fully reported

City offi  cials determined 

PSI possesses public 

dollars and must 

follow certain legal 

requirements
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from these funds requires PBOT’s prior approval.  PSI began holding 
Maintenance Reserve public dollars in fi scal year 2009, but the City’s 
agreement with PSI did not refl ect this arrangement until a 2012 
contract amendment.

City offi  cials familiar with this issue, including the City Attorney, 
confi rm that these are public dollars under the control of PBOT.  Fur-
ther, a recent determination by the City’s Offi  ce of Management and 
Finance has identifi ed PSI as a component unit of the City, although 
not one signifi cant enough to be included in the City’s fi nancial state-
ments.  PSI’s legal counsel has disagreed with the City’s position on 
PSI’s possession of public monies.  However, PBOT reports that – in 
accordance with the agreement – it continues to provide approval for 
any spending from these fund accounts.  

So far, neither partner has initiated the agreement’s arbitration provi-
sion.  Based on the PSI audited statements, PSI had about $506,000 
in its Maintenance Reserve at the end of fi scal year 2013.  The City 
proposed an amendment to the agreement to refl ect the changes 
it needs to comply with Oregon law, but has not yet reached agree-
ment with PSI. 
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Chapter 3 City decisions about private 

sector involvement create 

complex and unclear structure

The structure of Portland Streetcar has changed multiple times over 
the years.  The current organizational chart shown in Figure 3 rep-
resents the structure in place as of July 2013.  The chart focuses on 
the delivery of operations and maintenance services, but does not 
include staffi  ng requirements for capital project and vehicle acquisi-
tion management.  As described earlier, two funds account for the 
total operations.  The functions within the green border on the left 
are paid by the City’s fund; the functions within the orange border on 
the right are paid by PSI’s Enterprise Fund.  

Figure 3 also shows the relationship between the governing bodies, 
committees, City and TriMet employees, as well as PSI employees 
and its contractors.  For fi scal year 2014, there are 70 dedicated staff  
members who report to the Portland Streetcar maintenance facility.  
Each partner is described below in order of staffi  ng signifi cance:

  TriMet employees make up the majority (73 percent) and 
fi ll the specialized staff  positions.   Superintendents provide 
dispatch directions, operators drive the streetcar vehicles, and 
maintenance technicians maintain the system.  

  City managers and supervisors oversee the specialized TriMet 
employees, as well as City staff  responsible for inventory, 
substations, fare enforcement, and the daily cleaning of the 
system.  The City must manage these represented staff  in 
accordance with collective bargaining agreements between 
TriMet and the Amalgamated Transit Union, and between the 
City and the District Council of Trade Unions.  

  PSI has two full-time employees who provide offi  ce 
administration, and one part-time employee who conducts 
fare instrument surveys of Portland Streetcar riders.  Other PSI 
positions are fi lled by contract staff .

Current structure 

involves private and 

public sector at each 

organizational level
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Figure 3 Portland Streetcar organization chart (as of July 2013)

            *  TriMet positions assigned to Portland Streetcar come from various departments within the Operations Division.

PBOT
Streetcar Offi  cer 

(1)

PBOT
Maintenance Manager 

(1)

PBOT
Operations/Safety

Manager (1)

PBOT
Operations Supervisors 

(4)

PBOT
Maintenance 

Supervisors (3)

PBOT
Group Manager

PBOT
Project Manager

(0.5)

TriMet
General Manager

TriMet
Maintenance 

of Way 
Technicians (2)

PBOT
Substations

(1)

PBOT
Storekeeper

(1)

PBOT
Utility Workers

(5)

TriMet
Superintendents

(2)

TriMet
Operators

(39)

TriMet
Maintenance 
Technicians

(8)

TriMet 
Executive Director

Operations Division *

Director
Bureau of Transportation

(PBOT)

TriMet

Board

Portland 

City Council
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Citizen Advisory Committee

Portland Streetcar, Inc.

(PSI) 

Board

Streetcar Planning
Group

PSI
Administrative Services 

Supervisor (1)

PSI 
Executive Director/Chief 

Operating Offi  cer †

PSI
Clerical 

Assistant 
(1)

PSI
Comptroller †

PSI 
Community/

Customer 
Relations †

PSI
Financial 

Operations 
Planning †

PSI
Legal

Counsel †

PSI
Fare 

Surveyor
(0.5)

Source:   Audit Services Division analysis of available organization charts, relevant agreements, and interviews.  The number of 
dedicated positions are noted in parentheses.  PBOT and TriMet have gone through organizational changes since this 
July 2013 snapshot.

            †  Other positions are fi lled by part-time contractors.

Permanent Executive 

Group



16

Portland Streetcar

We found the structure confusing because of how the City has cho-
sen to involve its partners in Portland Streetcar operations.  Similar 
to the fi nancial information for total operations, the organization 
chart for Portland Streetcar required us to compile information from 
numerous discordant sources.  

Guidance on public-private partnerships emphasize that structures 
should be tailored with the overall aim to match risk with the partner 
best able to control that risk.  A listing of some public-private part-
nership guidance is available at the end of this report (see page 33).

Given the City’s ownership, responsibility over operations, and risk 
retention, there is a need for greater clarity and transparency in how 
and why the private sector is involved at each level of the orga-
nization.  In this section, we consider three organizational levels 
(governance, management, staffi  ng) and describe the arrangements 
in place.  Further, we describe some of the confusion and lack of 
transparency they present.  

City Council has ultimate decision-making authority over the City’s 
aspects of Portland Streetcar.  However, in recognition of the City and 
TriMet’s joint responsibilities, a new structure – the Permanent Execu-
tive Group and the Streetcar Planning Group – is in place to help 
coordinate between these partners.  In addition, other groups – the 
PSI Board of Directors and Portland Streetcar Citizen Advisory Com-
mittee – are regularly convened to serve in an advisory capacity for 
Portland Streetcar operations.  

Permanent Executive Group and Streetcar Planning Group

The Permanent Executive Group and Streetcar Planning Group were 
formed in 2012 to begin implementation of the City’s Master Agree-
ment with TriMet.  These groups provide a formal structure through 
which the City Council and TriMet’s Board of Directors can discuss 
Portland Streetcar commitments and resolve any issues that may 
arise.  The Permanent Executive Group is a consensus-based, deci-
sion-making entity supported by the work of the Streetcar Planning 
Group.  Permanent Executive Group members are governance repre-
sentatives or executives, while the Streetcar Planning Group members 

Private sector 

involvement is not 

clear or transparent

Governance
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are staff  representatives.  The partner representation in each group is 
similar: two City representatives, two TriMet representatives, and one 
PSI representative.  

PSI Board of Directors

The agreement with PSI indicates that, as the City’s agent, PSI will 
“advise” the City on “scheduling, fares, promotion and community 
relations, City contractor management and fi nancial administra-
tion, budgeting and organizational management, and coordination 
between the City and TriMet.”  During our review, we found PSI de-
scribed as having an oversight, rather than advisory, role in Portland 
Streetcar operations.  Functioning as an advisory body is a distinctly 
diff erent role than functioning as an oversight body.  In this case, 
the lack of precision about PSI’s role in the partnership has, in eff ect, 
conferred more authority to PSI than agreed to or is warranted, given 
that City has primary responsibility for the Portland Streetcar.  

While not mandated in the City’s agreement or the PSI Bylaws, the 
City and TriMet have each held voting memberships on PSI’s Board of 
Directors (“Board”) since Portland Streetcar began operations.  Only 
City Council members have served as City representatives on the PSI 
Board.  

We requested a formal legal opinion from the City Attorney’s Offi  ce 
after we learned a City Commissioner serves on the PSI Board.  The 
Attorney concluded that the City’s representation on the Board of 
PSI, a nonprofi t corporation, does not create a confl ict of interest, as 
defi ned in Oregon statutes.  The City Attorney also interpreted City 
Charter, Code, and administrative rules as allowing City representa-
tion on the PSI Board.  Moreover, the City Attorney’s opinion states 
that having a City representative on the PSI Board helps ensure the 
City’s interests in this City-owned asset are being served.  

Further, the City Attorney’s opinion states PSI Board’s policy specifi -
cally excludes anyone representing a government entity or those with 
ownership or investment interest in property that benefi ts from Port-
land Streetcar from being subject to confl ict of interest provisions.  
Therefore, the City representative also has no confl ict of interest as far 
as PSI is concerned.  
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We questioned the appropriateness of the City’s membership on a 
contractor’s Board of Directors.  City representation on the Board 
places a City Council member in the position of advising PSI on the 
scope of actions and projects, while voting at the same time to au-
thorize funding and policy direction as a member of Council.  At the 
very least, this gives rise to the appearance of a confl ict of interest, a 
concern also raised as a public complaint to the City Ombudsman.  

Portland Streetcar Citizen Advisory Committee

The City Commissioner over PBOT appoints members to the Portland 
Streetcar Citizen Advisory Committee (PSCAC), which reports back 
to the Commissioner. PSCAC was established in 1991, and PBOT told 
us that individuals from PSCAC became PSI’s founders. We found no 
Council ordinances or resolutions that refer to the PSCAC’s authority 
and purpose. 

The Portland Streetcar website indicates the PSCAC is a 22-member 
committee that meets monthly to advise on project planning, design, 
and operations. The City agreement states PSI is responsible for as-
sisting with staff  duties required by the PSCAC, as well as informing 
and seeking advice from the PSCAC. Based on the meeting minutes, 
PSCAC requested a liaison to PSI and the PSCAC Chair began serving 
as a PSI Board member in 2010.   

The City’s agreement with PSI makes clear that the “City will assign 
a City Project Manager to direct the work of personnel provided by 
PSI.”  This position is also responsible for coordination within the City 
and managing contractual agreements with partners.  The agreement 
language appears to refl ect a level of control that matches the City’s 
ownership of and fi nancial investment in Portland Streetcar, as well as 
the City’s operations responsibilities.  However, we found the actual 
level of control applied by the City is not as straightforward as what is 
refl ected in the agreement.  

For example, the key PSI position, as shown in Figure 3, is the PSI 
Executive Director.  The PSI Executive Director’s job description states 
that this position is also the “Chief Operating Offi  cer for Portland 

Management
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Streetcar,” and includes responsibilities that duplicate those assigned 
to the City’s managers.  One of the PSI Executive Director’s stated 
responsibilities – oversight of Portland Streetcar safety and security 
requirements – directly contradicts the agreement’s clear language 
that the City is fully responsible for safety.  

PSI Executive Director acting as management

We found the most problematic reporting relationships are those be-
tween the PSI Executive Director and the City’s managers responsible 
for the daily operations at the Portland Streetcar maintenance facil-
ity.  As shown in Figure 3, the Maintenance and Operations Managers 
have a reporting relationship to both the City Project Manager as well 
as the PSI Executive Director.  However, their reporting relationship 
to the PSI Executive Director is not specifi ed in the agreement or job 
descriptions.  

When we interviewed these individuals, their descriptions about the 
reporting relationships were inconsistent with each other, as well as 
what is shown in Figure 3.  Generally, dual reporting relationships are 
advantageous when there are complex coordination requirements.  
For example, in geographically dispersed operations, an individual 
may administratively report to an on-site manager but functionally 
report to another manager.  However, in this case, the delineation be-
tween and necessity for the dual reporting relationships is not clear.  

Related-party relationships and perceived confl icts of interest 

While we found no actual confl icts of interest, there are related-party 
relationships involving PSI employees and subcontractors, and we 
were told about perceived confl icts of interest.  PSI has a signifi cant 
subcontractor relationship with a fi rm that provides streetcar services 
for multiple jurisdictions.  It is not always clear when the subcontrac-
tor is acting on behalf of the City and when it may be representing 
other interests.

For example, we were told that PBOT provides assistance to the City 
of Seattle, a streetcar jurisdiction also served by the subcontractor. 
In 2010, PBOT staff  provided training to Seattle Streetcar.  Seattle 
paid for the two PBOT staff  members’ accommodations, but did not 
reimburse PBOT for staff  time, other travel expenses, or the one-week 
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loan of PBOT equipment. When we reviewed the documentation, we 
found the subcontractor approved the use of PBOT resources rather 
than defer to the PBOT managers who later provided approval.  We 
do not know what infl uence, if any, the subcontractor had on the de-
cision, but PBOT did not scrutinize the business rationale or take any 
action to mitigate the perceived confl ict of interest.  

In addition, PBOT management told us there are family members 
within the Portland Streetcar organization, some of whom are in 
management positions.  The City has a nepotism policy, but it has not 
been violated since these relationships involve non-City positions.  
However, we found that other individuals that report to the Portland 
Streetcar maintenance facility have expressed concern about how 
these family relationships impact the work environment.  We were 
told that concerns about one relationship were expressed to both the 
then-City Project Manager and the PSI Executive Director.  

Even if these anecdotal reports on workplace environment have no 
merit, the City is responsible for the complex organizational environ-
ment it has created.  The City’s knowledge of family relationships 
within the Portland Streetcar organization warrants increased PBOT 
oversight, the City Project Manager’s regular on-site presence, and 
more frequent communication with individuals that report to the 
Portland Streetcar maintenance facility.  

We do not raise this concern due to any specifi c confl icts of interest 
we identifi ed in this organization, but instead to ensure that current 
employees are insulated from even the appearance of a confl ict. More 
action by PBOT would help protect individuals from being falsely 
accused of wrongdoing, and preserve the integrity of the Portland 
Streetcar organization.
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Staffi  ng We found the City made business decisions about PSI services that 
seem to further blur lines between partners.  PBOT told us these 
decisions streamlined business processes and information to Portland 
Streetcar customers.

For example, the Portland Streetcar logo is used extensively on street-
car facilities, vehicles, platforms, equipment and staff  uniforms, but 
it has also been adopted by PSI as its corporate logo.  The use of the 
logo to represent the Portland Streetcar organization as well as PSI 
impacts the public’s recognition of Portland Streetcar as a City asset 
supported primarily by public dollars.  

Similarly, PSI employees are presented as City employees, with PBOT 
business cards, computers, phone numbers, and access to the City’s 
network and fi nancial system.  PBOT’s use of PSI employees seemed 
unusual to us given that these administrative services are generally 
provided by City staff .  

The City pays for PSI’s administrative services as well as its corporate 
functions, but this type of expertise – such as accounting, auditing, 
fi nancial planning, insurance, legal, offi  ce support, and public rela-
tions – is not unique to PSI and exists at the City.  PBOT told us that 
since PSI is a separate legal entity, some of these services must be 
provided.

PSI possesses other fund accounts that refl ect activity for other City 
capital contracts as well as its independent eff orts promoting Port-
land Streetcar and streetcar projects in other jurisdictions. Based on 
our review, these corporate overhead items are not allocated across 
all of PSI’s organizational activities. However, we found that the City is 
responsible for paying these PSI corporate functions under the terms 
of the Operations Assistance agreement. 
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Chapter 4 Portland Streetcar lacks 

consolidated strategy and 

proper contract management 

oversight

Strategic planning is a disciplined eff ort to shape and guide an 
organization.  It includes articulating a vision and mission, establish-
ing measurable organization-wide objectives or priorities, identifying 
strategies for achieving the objectives, and measuring progress and 
levels of success. While elements may be developed informally, a 
formal process helps provide an opportunity to unify internal and 
external stakeholders.  Many City bureaus apply this management 
practice that results in the development of written strategic plans.

In our 2013 audit on transportation funding, we agreed with the City 
Budget Offi  ce’s recommendation that PBOT develop a transportation 
strategy to prioritize and reconcile potentially competing transporta-
tion priorities.  PBOT has yet to create a written strategic plan.  Since 
our 2013 recommendation, PBOT has adopted a one-year business 
plan to articulate a series of targeted actions for its fi scal year 2014 
budget.  

Successful public-private partnerships strategically link to the pub-
lic agency’s overall program.  Portland Streetcar is a part of a larger 
City and PBOT planning framework, as shown in Figure 4.  The most 
signifi cant enterprise-wide guidance documents are the City’s Com-
prehensive Plan and Transportation System Plan adopted through 
Council ordinances.  However, we found no consolidated strategy to 
clearly link between the City’s larger enterprise-wide goals and the 
more detailed Portland Streetcar plans, as shown in Figure 4. 

PBOT has no strategic 

plan, but has 

developed a one-year 

business plan

Consolidated strategy 

needed to link Portland 

Streetcar within City 

and PBOT
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We also found no general City mission or strategic plan for the Port-
land Streetcar.  PBOT told us the completion of the Central Loop line 
in 2015 achieves the strategic direction articulated in the Central City 
Plan adopted by Council in 1998.  

PBOT also considers the Streetcar System Concept Plan a strate-
gic plan for Portland Streetcar, as shown in Figure 4.  Based on our 
review, the Streetcar System Concept Plan states it is to be used to 
identify and select corridors for future analysis and study. The mission 
and goals articulated are for the plan specifi cally, rather than Portland 
Streetcar generally.  

Moreover, we found no consistent set of current goals across the 
guidance documents, but disjointed references to various goals.  Cur-
rent guidance either addresses Portland Streetcar goals for a historical 

Figure 4 Portland Streetcar planning framework
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Current PSI Operations 

Assistance agreement 

should be re-evaluated

point in time (e.g. specifi c streetcar extension), discrete function (e.g. 
safety, operations, fl eet management), or those shared with partners 
(e.g. contractual agreements).  In addition, the goals range across 
economic development, transit, environmental and fi nancial catego-
ries. Some of these goals are specifi c to capital expansion activities 
and others to operations. Similar to our 2013 audit fi nding related to 
transportation in general, it is unclear how the City focuses, prioritizes 
and reconciles any competing goals for the Portland Streetcar. 

In public-private partnerships, the intent is to protect the public 
interest through the public partner’s use of competitive procurement 
practices, fi nancial assessments resulting in an overall cost-benefi t, as 
well as management that is guided by clear performance standards 
and specifi cations.  One of the challenges in such partnerships is the 
public sector entity is required to develop capacity and diff erent skill 
sets to eff ectively manage these complex arrangements.  For Portland 
Streetcar, we found problems in how the City ultimately made sure 
the public interest was protected.

Competitive solicitation dates to 1995 and contract amended 

numerous times

As described earlier, the City used a 1995 solicitation to select PSI 
as its private sector partner through June 30, 2015.  PBOT used the 
solicitation as the competitive basis for four subsequent PSI contracts, 
as shown in Figure 5.  Each agreement was subsequently amended, 
and there were numerous instances when City Council adopted 
amendments after a contract had expired.  Two agreements – includ-
ing the current Operations Assistance agreement – were signifi cantly 
amended to increase the duration in excess of ten years, with total 
compensation increasing to over four times the original amount.  

Oregon state laws require the City practice impartial and open 
competition, protecting both the integrity of the public contracting 
process as well as the competitive nature of public procurement.  We 
found the City’s actions undermine the purpose and expectation of 
fair and competitive procurement practices required of the public 
sector.  
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Figure 5 Portland Streetcar Inc. contracts resulting from the City’s 

1995 request for proposals

    

Contract

Preliminary Services
(No. 30057)

Final Engineering Services 
(No. 31428)

Start Up Operations Services 
(No. 32895)

Operations Assistance
(No. 33325, replaced No. 32895)

 Year

Issued

  
 1995

  
1997

  
2000

  
2001

No. of 

Amendments  

   
5

   
34

   
1

   
14

Source:  Audit Services Division analysis of information available in City Archives.  The only 
currently active agreement is the Operations Assistance agreement. 

Duration

Original

 1.5 
years

 1.75 
years

 0.25 
years

 2.5 
years

Final 

  2.25 
years

 11  
years

  
1 year

14.5 
years

  

Final

   

$2,563,632 

  
$14,264,295

  
$200,000 

  
$4,184,462*

Total maximum 

compensation per contract

Original

   

$2,520,632 

  
$3,090,319 

  
$200,000 

  
$1,007,462 

(*)   The amount listed here refl ects activity through fi scal year 2012.  Thereafter, PBOT provides 
approval for PSI to use its Enterprise Fund for reimbursement. 

Council authorized each amendment to the Operations Assistance 
agreement, bringing the contract total to over $4 million through 
fi scal year 2012.  With one exception, the amendments to increase 
compensation used lumped-sum totals for each fi scal year – PBOT 
included no fi nancial detail by the type of assistance service, staffi  ng 
needs, or hourly rates by contracted position.  

In addition to these state laws, City Charter generally limits the dura-
tion of City contracts to ten years, whereby the original contract 
should not exceed fi ve years, and the extension or renewal should 
not exceed an additional fi ve years.  City Charter has an exception for 
“property contracts,” but the City Attorney’s Offi  ce told us this catego-
ry of contracts is not clearly defi ned.  As a result, the City Attorney’s 
Offi  ce is unable to provide a defi nitive opinion, but stated that, “al-
though not free from doubt, the PSI contract could be construed as a 
property contract not subject to the Charter limitation.” 
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Given PBOT’s contract monitoring responsibilities, we asked for 
information on the City’s total payments through fi scal year 2012.  
PBOT did not know the total amount paid to PSI, even though it had 
been over a year since the end of the reporting period.  Eventually, 
PBOT reported to us that contract payments had not exceeded the 
maximum total compensation for the agreement.  PBOT’s lack of 
tracking is inadequate given the contract’s duration and compensa-
tion amount.  

No assessment of the benefi t of outsourcing services

Public-private partnerships should be used if they are reasonably 
expected to deliver enhanced value for the public benefi t.  Financial 
assessments can help determine the potential value.  For example, 
a Value for Money analysis is commonly used to compare the long-
term total costs of the partnership to that of a typical procurement 
approach.  Not applying this type of test or tool can allow for aspects 
of the public interest to be overlooked.  During our review, we found 
no references to any City fi nancial assessment consistent with public-
private partnership guidance.  

Performance specifi cations undefi ned and contractual 

deliverables not met

At their core, public-private partnerships are contractual relation-
ships and, as a result, rely on carefully crafted agreements and strong 
contract management to hold partners accountable.  Performance 
specifi cations defi ne what the private sector partner must meet in 
order to be compensated.  If the private sector partner does not meet 
the specifi cations, then it is penalized through reduced or delayed 
payments, or with no payments at all.  Also, penalties can escalate if 
poor performance continues.  

We found that the agreement between PBOT and PSI largely failed to 
describe PSI’s performance expectations.  More importantly, there are 
few stated deliverables or metrics to assess PSI’s performance across 
the various assistance services it is contracted to provide the City.  
For example, PSI is responsible for responding to public inquiries and 
complaints, but there are no effi  ciency or eff ectiveness requirements 
such as response timeliness, pursuit through resolution, or analysis of 
complaints that may be indicative of other operational issues.  
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Furthermore, when clearly defi ned in the agreement, we found 
numerous instances when PBOT did not hold PSI accountable to its 
roles, responsibilities and deliverables.  From a transparency, account-
ability, and public stewardship perspective, the following examples of 
PBOT’s poor contract management are particularly concerning.  

1. PSI is contractually responsible for annual status reports 
to City Council that cover its performance, revenues, 
budget recommendations, and any organizational or other 
adjustments needed to achieve adopted operational goals or 
problems.  PBOT told us they were unaware of any annual PSI 
updates to Council.  

2. Starting in fi scal year 2013, PSI was required to provide 
the City with audited fi nancial statements by the end of 
September 2013.  PBOT received fi nalized fi nancial statements 
in January 2014.

3. PSI is supposed to provide a staff  position that is responsible 
for inventory.  However, due to an inventory issue identifi ed 
during the City’s fi nancial audit last year, this position was 
recently converted to a City Storekeeper position to allow 
for more direct oversight by the City Maintenance Manager.  
PBOT has not amended the contract to refl ect this change in 
partner responsibilities.

4. City staff  informed us they regularly assisted with or 
performed services that we found were PSI’s contractual 
responsibilities.  For example, City staff  conducted community 
relations tours, responded to public requests for information, 
and regularly collected fare revenue from vehicles, even 
though these duties are PSI’s responsibilities.  

These examples show that PBOT has provided insuffi  cient contract 
management to ensure PSI follows through with its partner expecta-
tions.  
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Recommendations

In meeting our audit objective, we found the strategic direction and 
management of the partnership structure requires the City’s atten-
tion.  

We recommend the Commissioner-in-charge direct the Portland Bu-
reau of Transportation to:

1.  Conduct a strategic planning eff ort that, at a minimum, 

results in the following organizational decisions:

a. City Council’s adoption of the City’s organizational 

mandates and mission for Portland Streetcar 

 The purpose of this recommendation is to explicitly link 
Portland Streetcar within the City’s enterprise-wide eff orts. 
The early stage of strategic planning includes identifying 
current organizational mandates since they prescribe 
what must or should be done, and may constrain the 
ways the organization meets its mission. Another stage of 
strategic planning includes identifying the mission, values 
and vision of the organization – the mission statement is 
particularly important because it defi nes the purpose of the 
organization by answering why it exists and what it does. 

b. City Council’s adoption of the Portland Streetcar 

strategic plan and implementation process

 The purpose of this recommendation is to articulate the 
City’s strategic priorities for Portland Streetcar, and defi ne 
how PBOT will demonstrate the successful achievement 
of these priorities to the public. The written plan should 
include identifying goals, objectives and strategic issues 
that encompass the scope of current organizational 
activities – for example, capital expansion as well as 
ongoing operations and maintenance. 
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2.  Better protect the public interest in the Portland Streetcar 

partnership arrangement that, at a minimum, includes the 

following actions:

a. Strengthen PBOT’s management of the current PSI 

Operations Assistance agreement until its expiration in 

June 30, 2015.

 PBOT should enforce compliance with Oregon laws for 
public funds, as well as existing contract provisions. For the 
latter, PBOT should focus on PSI’s adherence to organization 
structure and performance deliverables stipulated in the 
agreement. 

b. Complete a fi nancial assessment to identify what 

aspects of Portland Streetcar operations and 

maintenance should be contracted out

 PBOT should be able to demonstrate the cost-benefi t of any 
outsourcing decisions to the public. The assessment should 
be timed in a way to help inform the development of new 
agreements (see below).

c. Develop new contractual agreements for the Portland 

Streetcar to start July 1, 2015

 At a minimum, PBOT should follow current Oregon law 
and City requirements for competitive procurement; 
align business rationale for the contract with the City 
enterprise, and available Portland Streetcar mission and 
strategic plan elements; include detailed legal and business 
reviews by City Attorney and Offi  ce of Management and 
Finance bureaus, respectively; and include provisions for 
measurable performance deliverables as well as penalties 
for nonperformance.
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3.  Improve transparency for Portland Streetcar fi nancial 

reporting

  At a minimum, PBOT should develop fi nancial reports that 
refl ect the complete level of activity managed by the City. Using 
the current budgetary structure and PSI agreement terms, this 
would include the PBOT Transportation Operating Fund as well 
as PSI’s Enterprise Fund. PBOT should have processes in place to 
ensure fi nancial information is accurately and reliably recorded 
over time, particularly the annual reconciliations with the PSI 
Enterprise Fund. 

4.  Mitigate risks related to confl icts of interest and/or 

related-party relationships within the Portland Streetcar 

organization.

  PBOT could use best practices as well as existing City resources 
(administrative rules, questionnaires, confl ict of interest 
forms) to develop an approach to manage confl icts of interest 
and/or related-party relationships. Rather than wait for 
employees to report, PBOT could solicit City employees for this 
information on a recurring basis. PBOT could also work with 
City Procurement to include similar requirements as contract 
provisions within its partner agreements.

We recommend City Council:

5.  Defer future Portland Streetcar system expansion decisions 

until PBOT has implemented the above recommendations. 

  Given the City’s fi nancial management responsibilities we 
report in Chapter 2, the City is not yet in the position to make 
future investments to the Portland Streetcar’s expansion.  
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Objective, scope and 

methodology

We conducted this audit to describe the organizational structure and 
strategic direction of the Portland Streetcar.  We selected this audit 
topic because we had not previously reviewed the Portland Streetcar.  
Our audit scope focused on the Portland Streetcar’s operations and 
maintenance and its key partners, but included information on past 
and current capital projects whenever such context was signifi cant.  
This report is the fi rst of a two-part series on the Portland Streetcar; 
the second audit will focus on performance management systems.  

To prepare for our review, we examined a variety of resources to gain 
an understanding of public-private partnerships and public trans-
portation generally.  These included domestic sources such as the 
American Association of State Highway and Transportation Offi  cials, 
National Council for Public-Private Partnerships, National League of 
Cities, and U.S. Government Accountability Offi  ce.  Since the interna-
tional community leads the U.S. in public-private partnership eff orts, 
we also reviewed international sources such as the European Com-
mission and the United Nations Economic Commission for Europe.  

From this context, we examined information about the Portland 
Streetcar and the City’s relationships with key partners.  The infor-
mation reviewed included resources such as the City’s expired and 
current agreements with Portland Streetcar Incorporated (PSI) and 
TriMet, historical organizational charts, historical and forecasted 
fi nancials, position descriptions, meeting minutes and actions from 
governing bodies, as well as organizational information specifi c to 
PSI.  Given the document contents, we supplemented our audit work 
with interviews of individuals in governance, management and staff  
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positions across the Portland Streetcar organization.  When warrant-
ed, we also requested information from City representatives of the 
Offi  ce of the City Attorney and bureaus within Offi  ce of Management 
and Finance.  

Given the focus on strategic direction, we reviewed a variety of 
guidance documents that could help us inform our review in this 
area.  These resources included documents we identifi ed as well as 
those referenced by interviewees.  Some provided historical context, 
such as the Central City Trolley Alignment Analysis from 1990 and the 
Central City Transit Management Plan from 1995, and others were less 
directly related to our audit focus on the Portland Streetcar, such as 
the PBOT Financial Task Force Report from 2012.  We identifi ed the key 
documents currently used at the City, bureau and functional-levels as 
presented in Chapter 4 of this report.  

We relied on management’s representations about information 
provided.  We checked management representations against our 
knowledge of operations.  We requested supporting documentation 
and, if available, reviewed this information for reasonableness.  For 
example, the fi nancial information refl ects the best available infor-
mation provided by the bureau, but was not audited for reliability.  
Therefore, our reviews are not intended to provide assurance that 
information provided by management is free from error, fraud, waste 
or abuse.  

We conducted this performance audit in accordance with generally 
accepted auditing standards.  Those standards require that we plan 
and perform the audit to obtain suffi  cient, appropriate evidence to 
provide a reasonable basis for our fi ndings and conclusions based on 
our audit objective.  We believe that the evidence obtained provides 
a reasonable basis for our fi ndings and conclusions based on our 
audit objective.  
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This report is intended to promote the best possible management of public resources.   
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